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THE LADY DRANK COFFEE THIS MORNING ... 





.. . 97% of all 
American families 
drink coffee atbreak- 
fast EVERY morning 

. at lunch and 
dinner, tool 


COFFEE DRINKERS USING SILEX 
GLASS COFFEE MAKERS 
ARE IMPORTANT LOAD-BUILDERS! 


The coffee drinking habit can build your 
load ... if you use Genuine SILEX! Every SILEX 
placed on your line adds 87 K.W.H. to your 
load ... only a roaster adds more! 

And women want Genuine SILEX! Only 17% 
of the families in the United States had glass 
coffee makers in 1940... sales are estimated 
23% higher in 1941! 

Genuine SILEX is a load-builder .. . feature 
SILEX in your promotions and displays... and 


watch your load climb! 
% Trade mark registered 


THE SILEX COMPANY, HARTFORD, CONN. 


Push << MK and watch your load climb 
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ARBER BURNERS 


lean Gas Heating Equipment 
That Satisfies Customers 








Gas companies know that their consuming public— 
building owners and tenants—are assured of fuel econ- 
hia omy and trouble-free service from gas-fired heating units 
IN equipped with Barber Jet Gas Burners. For new equip- 
ment or remodeling, with air conditioning, warm air, or steam, 
Barber Burners give star performance at the heart of the ap- 
pliance—the burner. This is true on any type of gas—natural, 
manufactured, Butane, or bottled. Barber's combustion prin- 
ciple develops a 1900° flame temperature on atmospheric pres- 
sure, giving maximum combustion efficiency. 


arber Conversion Burners, 
ed with a wide choice of 
‘ol equipment, have brought 
ssential advantages of auto- 
ic gas heat to many thou- 
ds of owners of “solid fuel" 
aces or boilers. Barber 
er Units are also used as 
dard equipment by nearly 200 
onally known manufacturers 
jas-fired appliances, including 
ing, air conditioning, and Ne. 324-B Barber Burner 
er heating equipment. Pro- 
rs and purveyors of gas fuel 
that they likewise can save 
ble and expense by recom- 
ding Barber Burners to their 
omers, 


Listed in A. G. A. Directory of 

Approved Seepenies. Ask for 

Catalog and Price List on Conver- 

on Burners for Furnaces and 

Boilers, Burner Units for Gas Ap- 
inces, and Gas Pressure Regu- 
S. 


© BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


© BARBER&S?2“cBURNERS~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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More Pipe Cuts 
with this 


' OU’LL be sur- 
Ges prised at the quick 
easy way this new type 
cutter wheel rolls 
through pipe. Its forg- 
ed blade, assembled in 
a solid hub, extra-thin and tough, 
actually cuts more pipe per wheel, 
saving you money. And cuts true in 
the powerful smooth-working Stand- 
ard RI@BiD Cutter. Made also in 
heavy-duty pattern, both cutters and 
wheels. Save time, work and money 
with these remarkable cutters. Buy 
them at your Supply House. 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO 


SS. SS 
pb Da oir J 


IEZ.11> PIPE TOOLS 
In use all over the world 
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OINCIDENTAL with the opening of the ninth 

annual convention of the Edison Electric 
Institute at Buffalo, New York, on June 2nd, 
came word from Washington that the ration- 
ing of electric power and emergency construc- 
tion of interconnection between supply areas 
are distinct possibilities. The source of this 
information is Chairman Olds of the FPC, 
who left on that day for an airplane inspection 
tour of strategic power supply points, with 
— regard to the drought situation in the 
“ast. 


One of the main topics of discussion at Buf- 
falo was the codrdination of public and private 
plants to relieve the demand of extraordinary 
power loads at critical points as a result of 
national defense activities. Complicating this 
situation is the delay in the manufacture of 
needed equipment which, according to Chair- 
man Olds, may defer plant installation of new 
generating capacity for some months past 
schedule. 


In short, the power industry faces its most 
challenging year during the last half of 1941 
and the first six months of 1942. The prin- 
cipal trouble spot seems to be in the Southeast 
where the accent on hydroelectric supply has 
resulted in a problem caused by low water 
conditions. 


Getrinec through the year without uncom- 
fortable shortages or widespread rationing will 
require considerable codperation not only be- 
tween public and private operating agencies 
but between the private industry and regula- 
tory authorities. A good start in this direc- 
tion has already been made with the forma- 
tion of the TVA power pool (see page 809). 
That development gives hope that more prog- 
ress can be made in the same direction. 


¥ 


this issue we present two feature articles 
discussing two phases of national defense 
developments which vitally concern utility in- 
dustries. The first is an analysis of the re- 
cent adverse report of the FPC on the pro- 
posed Passamaquoddy tidal power project on 
the Bay of Fundy. The second is an examina- 
tion of the relationship between utilities and 
recent OPM priority orders. 


Gerorce E. Doyine, who is the author of the 
article on Passamaquoddy, is at present man- 
aging editor of PUR Executive Information 
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GEORGE E. DOYING 


The national defense cloak does not stretch 
over Passamaquoddy. 


(SEE Pace 771) 


Service, a confidential Washington news letter 
devoted to utility affairs. Mr. Doyinc, a 
veteran newspaper correspondent, was former- 
ly associated with David Lawrence on the staff 
of the United States News. 


AnpREW Barnes, the author of the article 
on priorities, is a Washington newspaper cor- 
respondent covering the congressional galleries 
for a national press service. 


sa 


LsO in this issue we conclude the 3-part 
series on the history of rural electrifica- 
tion in the United States by RoypENn Stewart. 
This third instalment brings the subject up to 
date with a discussion of developments since 
the creation of the Federal REA. Mr. Stew- 
ART, an Oklahoman now living in New York, 
was until recently an associate editor and staff 
writer for the Edison Electric Institute. 


¥ 


Wwe wrinkles in public utility service con- 
tinue to develop froni the impact of the 
war abroad. (At least it was still abroad as 
these lines were being written.) Readers of the 
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MUKE ELEUINIC HEAL 


YES -- AND DOING A REAL JOB, TOO. At regui: 


periods the circulating pipes must be defrosted to maintain the 
efficiency. Once, strong men with heavy hammers smashed t 


UNITS LIKE THESE 
SERVE MANY 
HEATING NEEDS 


Chromalox immersion heat- 
ers, designed for insertion di- 
rectly into the liquid to be 
heated. Available in types 
both portable and stationary 
suitable for practically every 
industrial use. Heater blades 
are sheathed in required met- 
als to resist corrosion. Fully de- 
scribed in the Chromalox Book 
of Electric Heat — on request. 





heavy accumulation of ice from the pipes—a process whic 
naturally did the system no good, besides being costly. Toda 
an electric heat generator, equipped with 


CHROMALOX scsrinc on 


removes the snow and ice in a jiffy, cleaning not only the outsid 
of the pipes but the inside as well. Just one more of the man 
industrial uses for electric heat, made possible by the gre 
variety of Chromalox electric heating units. 


Chromalox electric heating specialists working with pow 
company engineers, have applied electric heat to an endle 
variety of machines, processes and equipment, during the pa 
year adding over a half million Kw. to power company lines 
representing approximately $2,000,000 in new revenue. 


Look for this profitable business among your industrial cu 
tomers to help them speed up their work for defense. 


EDWIN L. WIEGAND COMPAN 
7500 Thomas Blvd. Pittsburgh, Pen 





OMALO 
The Coad buibder 
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FoRTNIGHTLY have already learned through 
these pages of such impressive emergency 
technique as specially constructed generating 
cruisers to supplement power for seaboard 
cities, spider-web line construction to defeat 
saboteurs and, bombardiers, “coolie hat” covers 
for gas holders, and so forth. 


But the stress of war-time necessities has 
brought out a number of discoveries of lesser 
importance in the field of utility operations. 
Only the other day the London Daily Express 
reported that a person can now telephone in a 
gas mask. The test was made by a reporter of 
the newspaper who said that “speaking with 
the mouthpiece of the telephone just below the 
nose of the gas mask gave better results than 
speaking with the mouthpiece above it.” Here 
is a bit of information that may come in handy 
some day. 


In war-surrounded Innertkirchen, Switzer- 
land, one of the greatest power plants in 
Europe is being built underground in the 
Bernse Alps to protect it from any possible 
future bombs and shells. From. belligerent 
Italy we learn that University of Naples 
scientists are seeking to harness the natural 
power of Mount Vesuvius, the world’s most 
active volcano, in an effort to further Italian 
self- sufficiency in the field of combustibles. 
One of these scientists, Professor Enzo Carle- 
varo, is studying the possibility of rigging up a 
gigantic kettle from which steam power could 
be diverted in turbo generators. 


CoMING somewhat nearer to home is the 
notice that American electric appliances are 
among the items in most demand in beseiged 
Britain and her threatened dominions. One 
would get that impression at any rate from an 
examination of the manifesto of the cargo of 





ROYDEN STEWART 


What is behind the rural electrification spurt 
since 1935? 


(SEE Pace 786) 
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the ill-fated Egyptian ship, the Zamzam, 
which went down in mid-Atlantic carrying 
much material and supplies released under the 
lend-lease bill. Among these items were elec- 
tric razors, electric grills, electric lighting and 
refrigerator equipment, and some radio sets, 


¥ 


_* addition to ordeal of reorganization dis- 
cussed at the Buffalo meeting of the EEI 
by SEC Chairman Edward C, Eicher, the elec- 
tric industry is confronted with a difficult and 
contrary problem of putting the brakes on the 
residential load during the defense emergency, 
while at the same time planning to expand it 
tremendously after the emergency is over. 
There are indications that publicly owned utili- 
ties are also concerned with this problem. 


THis is revealed in the following paragraph 
from a recent edition of the Nashville (Tenn.) 
Banner in the land of the TVA: 


’ “Faced with the rather anomolous posi- 
tion of retaining its promotion personnel to 
put its routine practices in reverse and advo- 
cate that power be saved instead of used 
lavishly, Nashville’s power board discreetly 
discussed the possible necessity of putting 
surcharges back on rates or of actually rais- 
ing rates to meet possible losses in revenue.” 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


Tue Securities and Exchange Commission 
considers whether or not an underwriter is an 
affiliate of a registered holding company under 
a rule prohibiting fees to such an affiliate. 
Such a relationship is found to exist when 
there is liable to be an absence of arm’s-length 
bargaining within the meaning of a rule of the 
Holding Company Act, even though there is 
no parent-subsidiary status. (See page 129.) 


THE United States Circuit Court of Appeals 
has ruled that the Securities and Exchange 
Commission has no further jurisdiction over 
a plan of recapitalization of a company where 
it previously approved, the recapitalization 
plan and exempted the issuance of securities, 
but later, after resort to the courts, granted 
exemption to the company under § 3 (a) (5) 
of the Holding Company Act. (See page 174.) 


In an investigation by the Massachusetts 
Department of Public Utilities to determine 
the propriety of gas rates filed by the utility, 
forms of rate increases as well as a plan for 
the annual adjustment of gas rates measured 
by prepayment meters are considered. (See 
page 184.) 


THE next number of this magazine will be 


out July 3rd. 
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of the 
1ere 1S Behind the massive test-furnace doors this Safe-Cabinet has been deliberately destroyed — to’ 
, 129.) test and prove that the records it contains will live through severe fire. 
pees Have you considered the “after-fire’ value of your operating records, correspondence, statis- 
7 pbs tics, legal documents and continuing property data in the light of recent P. S. C. and F. P. C. 
where rulings? Have you considered the fire hazards which surround these records? 
ization Now, as a new service to you Remington Rand is happy to announce the inauguration of a 
—— Safety-Survey Plan for Utilities. This new service is built around these three factors: (1) Classi- 
we) fying your records into four groups — Vital, Important, Useful, Non-Essential —- according to 
ne their “after the fire value”. (2) Determining the extent of the fire hazards and dangers which 
ns constitute threats to the safety of these records. (3) Recommending Safe-Cabinet tested, certified 
rusetts products for the convenient, secure housings of all your records based on their value and 
ormine according to the hazards to which they are exposed. 
utility, The current threats of sabotage-fires and rising accidental-fire risks make a Safety-Survey 
an oe one of the most important steps you can take in 1941. And it won't cost you a penny! Write 
See today for full details of our Safety-Survey Plan for Utilities. 
See why we sentence Safe-Cabinet products to destruction that your records may live! Pub- 
lic Utility Division, Remington Rand Inc., Buffalo, New York. 
will be 
‘PREPAREDNESS IS THE PRICE OF SECURITY 





REMINGTON RAND INC. sranches ait Principal Cities 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Vulcan unit makes notable 

4 year record in latest design, 
twin farnace Foster Wheeler 
steam generator installation 

at Oil City, Pa., station of the 
Keystone Public Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 
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Vulcan unit in twin-furnace Foster Wheeler steam 
generator completes 4 years’ service with NO TROUBLE 
AND NO MAINTENANCE. 

...» This despite unusual problems presented by 

novel boiler and furnace design. 
_+++As the drawing shows it was impracticable to 
install soot blowers from the front of the boiler as the 
furnace construction precluded installation of con- 
ventional type of elements and bearings to provide 
hecessary protection and support. 

..+ Hence, entry was made at the back necessitating 
carrying the elements a distance of about 26 ft., through 
the hia and boiler tube banks to the super- 

es 

.+» Passage through high temperature, intermediate 
temperature and relatively low temperature zones, 
plus the factor of exceptional length, greatly compli- 
cated the problems of securing adequate thermal pro- 
tection, dependable support, and at the same time 
Provide for expansion and contraction without danger 
of cutting tubes. 


Solution was found by using HyVULoy element 


section for the high temperature area, VULcrom ele- 
recline send aciieel alee to a 
providing specially design i to ho e 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 

... Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
aduplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 


. »» Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and operating prob- 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 
—MoNnrTAIGNE 





























Davin E. LitieENTHAL “... it [Tennessee river] will be the first great river in 
Director, Tennessee Valley America to be completely within the power of man.” 
Authority. 






¥ 







Ernest ANGELL “This is one more attempt to bring a side show [con- 
Chairman, National Economy struction of St. Lawrence seaway] under the protection of 
League. the tent.” 
we 







SUMNER T. PIKE “ .. because of holding company appetites for subsid- 
Member, Securities and Ex- iaries’ earnings, we have old, obsolescent power plants 
change Commission. still being used for national defense.” 


¥ 


EpItorRIAL STATEMENT “,.. if government cracks down on labor, management 
Electrical World. must not take it as a signal that all is forgiven and that 
management can again lord it over labor.” 


¥ 

































Georce A. RENARD “Economic G-men are needed, and any artificial handi- 
Secretary-Treasurer, National cap to production or control and hoarding of supplies for 
Association of Purchasing speculative purposes should be promptly exposed.” 
Agents. 
¥ 
Epitror1AL STATEMENT “Banking is ready to prove again that the strength of 
Industrial News Review. this nation lies in private enterprise—and that free pri- 


vate enterprise, coOperating with government, is equal to 
the demands of any crisis.” 


we 
James W. WaApDsworTH “It is imperative that we enact laws stemming only from 
U. S. Representative from the people as represented in the Congress, rather than 
New York. laws conceived behind the closed doors of commissions 
and bureaus or of self-serving financial interests.” 
» 
Pau A. PorTER “Television may be one of the new industries which 
Washington counsel, Colwmbia many of those in, government have been seeking as a 
Broadcasting System. ‘backlog’ against the days when our accelerated industrial 
activity is no longer supported by emergency require- 
ments.” 
e E 
Epitror1AL COMMENT “There is a tendency to assume that when Washington } 
The Wall Street Journal. issues an Executive Order or passes a law, something has 


been settled. That is not often so. Much more often an 
experiment that raises its own probléms has beery put 
under way.” 
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As essential as the machinery in the factory 
is the machinery in the office which provides 


TO TODAYS 


PRODUCTION 


executives with vital control figures, such as— 


BUDGETS—Estimates, specifications and commitments 
that precede actual factory production. 


PURCHASING—Purchase orders and vendors’ records 
that speed delivery of parts and materials—prevent 
misunderstandings. 


MATERIAL CONTROL—Requisitions, receiving records, 
stock records that control the flow of materials to 
scheduled rate of output—furnish up-to-the-.ninute 
Statistics and reports. 


LABOR ACCOUNTING—Earnings calculations, wage 
accruals, payroll records that insure prompt payment 
of personnel—provide adequate statistics and reports. 


COST RECORDS—Cost-to-date figures —available every 
day—that provide expense and production centrols 
and statistics for review. 


MANAGEMENT FIGURES — Vital figure-facts, statistics 
and reports that permit quick decisions, quick action. 


Today modern Burroughs machines provide every type of required record and figure control in 
less time, with less effort, at less cost. Investigate—telephone the local Burroughs office today. 


BURROUGHS ADDING MACHINE COMPANY - 
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EpiroriAL STATEMENT 
National Municipal Review. 


W. RANDOLPH BurRGESS 
Vice chairman of the board, the 
National City Bank of 
New York. 


CLIFTON FADIMAN 
“Information Please” Master of 
Ceremonies and New Yorker 
book critic. 


J. WituraM DiTTER 
U. S. Representative from 
Pennsylvania. 


Haron L, Ickes 
U. S. Secretary of the Interior. 


W. A. Paton 
Professor of accounting, Uni- 
versity of Michigan. 


J. H. PoLtpemus 
President, Portland General 
Electric Company. 
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“It seems to do little good to scold voters for staying 
away from local elections. They still think they are doing 
all they should toward preserving democracy if they lis- 
ten to the ‘Town Meeting of the Air,’ discuss the war, 
cuss Hitler, and give work or money for British relief,” 


¥ 


“For us in the banking profession this great war effort, 
in which we believe, has one peculiar and comforting 
aspect. More than at any time in a decade we can be fight- 
ing for something instead of against it; and the cause we 
believe in is, at last, a cause to which our government is 
committed.” 


¥ 


“In the past five years radio has grown up remarkably, 
partly because it has educated its own audience for finer 
programs. But it is still far behind the mental level of the 
people. The men who run radio are an estimable group 
of business men who are in close touch with everything 
but the American public.” 


* 


“Many government activities which have heretofore 
had nothing in common with either the spirit or the pur- 
pose of a defense program have been quick to seize upon 
the present popularity of this label and have adopted win- 
dow dressings in keeping with it. The merchandise has 
not been changed, but entirely new wrappers are used.” 


¥ 


“The so-called ‘white elephants’ certain short-sighted 
spokesmen used to find under every dam can barely keep 
pace with the needs of the moment. We have not yet at- 
tained a great reservoir of power available not only for 
defense but for the future needs of peace-time industry 
when these great projects truly will come into their own.” 


¥ 


“T do not conceive of the utility business as a contrac- 
tual relationship between the public and the company and 
the regulatory body. It is not a guaranteed business. It is 
not like an investment in bonds at a contractual rate of 
interest. It is not that kind of a business at all. You fel- 
lows are still in a business with risks. Regulation does not 
guarantee you any return,” 


¥ 


“... the key to the question of public versus private 
ownership of the utility business lies in the problem of giv- 
ing customers lower rates—rates which will compete with 
those of the public ownership system to an extent which 
will leave not the faintest doubt in the public mind of our 
ability to match up with publicly owned systems on a pure- 
ly cost-of-service basis. Given comparable rates, there 
can be no excuse for public ownership.” 









R&IE bus provides individual housings 
for each conductor with air space be- 
tween-thus preventing interphase shorts 
and limiting any trouble to ground faults. 
The air space also promotes cooling. 


R&IE bus provides ample strength to 
resist short circuit stresses. These 
stresses are taken by the mounting 
frames in which the insulators are sub- 
jected to compression loading only. 


R&IE bus covers are housings only and 


METAL ENCLOSED BUS 


ASSEMBLY no 226 MAIN BUS ¥ 





not strength members. These housings 
can be gasketed to keep out dirt and 
moisture. 


R&IE bus can be mounted on floor, wall, 
or ceiling and is readily fitted to a struct- 
ural steel mounting. 


R&IE bus can be installed, aligned, 
adjusted and tested, and then the hous- 
ings put on. Conversely the housings 
can be taken off for inspection by re- 
moving a minimum number of bolts. 


R&IE bus can compete in price and in 
low cost of erection with any. other type 
of bus structure and also give the above 
distinct advantages. 


RAILWAY ano INDUSTRIAL ENGINEERING CO. 
GREENSBURG, PA. . . In Canada, Eastern Power Devices, Ltd., Toronto 
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om A. C. WEBBER 


Principles of 
Public Utility Regulation Former Chairman and Commissioner t 


a Massachusetts Public Utilities Commission | 
ebdboer 


1 eee eC 


It is a rare privilege to find, in readable form, the 
frank confessions of a commissioner whose aim has § 
been so to coordinate the public administration of the 
regulatory law with the private conduct of the utility 
business as to encourage confidence and good will in 
the domain of both the investor and consumer. 


Broadly viewed, this volume blazes new trails. It 
goes far in justifying the hopes of the pioneers of 
regulation that the experience of years, tested in the 
laboratories of the 48 states, might evolve a workable 
regulatory regime. It encourages the thought that the 
initiative, the inventive genius, and the capacity of our 
people working in harmony are the motivating forces 
of national progress. It sounds a note of political 
philosophy not uncommon in the field of administration, 
831 PAGES but rarely found in print. 


BLUE CLOTH BINDING 





read, not only by commissioners and members of ad- 

¢$ 6 50 ministrative agencies, but by students of government 

ig and economics, legislators, investors, bankers, utility 

men, engineers, accountants, attorneys and all others 

having an interest in the various concepts of public 
service, 


“Principles of Public Utility Regulation” should be 2 








Order Today From 


PUBLIC UTILITIES REPORTS, INC. 


Munsey Building © Washington, D. C. 
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METERS | 


ae MOST COMPLETE CINE OF WATER METERS IN THE wortb 




































R the first time in history, water works men can 

now obtain from one manufacturer the proper type 
and size of water meter to suit every requirement or per- 
sonal preference. All commercially manufactured meter 
designs are represented in the complete Pirrspurcn- 
NATIONAL line. These include either flat or conical 
nutating disc; oscillating, reciprocating or rotary piston; 
screw propulsion; current and compound types. 


It is obvious that good meters, like any other products, 
can be made in several designs to suit different require- 
ments. No single type of meter can successfully and eco- 
nomically meet all conditions. If the cost of pure water is 
low, and if it can be delivered without heavy éxpense for 
pumping, filtration and treatment, it may not be wise to 
install the highest priced meter just because it is the most 
accurate. If, on the other hand, water is scarce and re- 
quires costly treatment with heavy pumping charges from 
protected drainage areas of distant source, ‘it is very 
necessary in the interests of efficiency and economy to 
use the most accurate meter obtainable. 


In the complete PiTrsBURGH-NATIONAL line will be 
found the proper type of meter to meet any measurement 
requirement. Each-is manufactured to the highest stand- 
ards of quality. Our entire efforts are and always will be 
directed towards providing the water works industry with 3 
the best meters that can possibly be made and at prices EMPIRE TYPE 7 
that are real bargains when all the factors entering into 
measurement costs are analyzed. 





ne. 






TROPIC 
PITTSBURGH EQUITABLE METER COMPANY 
RCO NORDSTROM VALVE COMPANY 
ceemacny ok Main Offices, Pitsburgh, Pa. pecans coun 


BUFFALO ewcaco NATIONAL METER DIVISION, Brooklyn, N.Y. vos asesies seston 


ARCTIC -TROPIC 
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ARCTIC-TROPIC 
COMPOUND 





EMPIRE COMPOUN , 


EUREKA 
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THE SIMPLEST way ts tHe BEST way: 





THE ROBERTSHAW way is THE SIMPLEST way: 





Accurate! Each time oven is used, thermostat must be set. Quick! Quick 
operation, quick ignition, quick selling, quick servicing. Exclusive! Only 


Robertshaw heat controls offer the many advantages of modern simplification. 


ROBERTSHAW HEAT CONTROLS 


ROBERTSHAW THERMOSTAT CO., Youngwood, Pa. 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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BAYER SOOT CLEANERS 


APPLIED TO 


MODERN PUBLIC UTILITY BOILER 



























































605,000 LBS./HR BOILER PULV. COAL FIRED 
1350 LBS. PRESSURE 950°F. STEAM TEMPERATURE 


THE BAYER COMPANY 


ST. LOUIS, MISSOURI 
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There is no mystery in the growing acceptance of the 
Mercoid Sensatherm. It can be accounted for in the recog- 
nition throughout the heating industry that here is o 
thermostat whose built-in qualities fit it for the field it 
serves. @ The Sensatherm is of small mass. We build 
it that way to meet the requirements of sensitivity. Thus it 
responds quickly to the true room temperature changes. 
No artificial stimulant is necessary. Its own accuracy as 4 
heating system pilot is a matter of record to everyone 
who is familiar with this outstanding instrument. 

THE HEART OF THE SENSATHERM Beneath the cover is the 
Mercoid magnetic switch, an all important and exclusive feature found 
in no other room thermostat. The circuit is made and broken within 
hermetically sealed glass tube—see illustration. The operation is no! 
affected by dust, dirt or corrosion—common causes for heating dis 
comfort and service calls. 


Send for new Mercoid calalog now available. You will need it for the information it contains. 


THE MERCOID CORPORATION + 4233 BELMONT AVE. « CHICAGO, ILL 
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when you buy, specify 


TIMKEN 


FACTORY} INSTALLED TANDEM AXLE UNITS 








LL. 
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MORE 
ag ON ALL YOUR 


TRENCHING JOBS -. 


-TAMP with | 
DIG-BACKF! CL EVELANDS y 





CLEVELAND—MODEL 80 






-s ‘ its Kind— 
Machine of its 7 
. : : t—The Only _—7T mps — Lay 
CLEVELAND—"BABY DIGGER New-Distinetive—Different i —'Backefills — Te 
Model “oe City and performs 3 importan 
The og a Ditch 10% = Pipe. 
Suburban WO ‘9 51, ft. in Dep 


to 234, in. wide—T 


—Compact—Fast and Flexible 





ITH the two “CLEVELANDS?” illustrated here you will save 

money on your trenching jobs from the breaking of ground to the 

last foot of earth tamped. 
Time-tested, time-proven, compact, fast, flexible, streamlined for light 
weight—easy to move around the job, easy to move around the country, 
yet rugged and abundantly powered, these “CLEVELANDS” have the 
built-in qualities that enable you to get your pipe in the ground quickly, 
with least “times-out” and at lowest cost. Don’t delay—get the details— — 
Write today. 





-~ THE CLEVELAND TRENCHER COMPANY qq CHIC 
« “Pioneer of the Small Trencher" ; ¢ 
20100 ST. CLAIR AVENUE CLEVELAND, OHIO E R 
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HOOSIER ENGINEERING COMPANY 


a CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
¢ Canadian Hoosier Engineering Company, Ltd. 


—j{ERECTORS OF TRANSMISSION LINES 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 





This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters. 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 
tem as a whole; etc. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 
lems are included with 
solutions based on dia- 
grams instead of diffi- 
cult mathematics. Nu- 
merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 
mentals. 














TREATS: 





—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 


CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 


DATA 


Perspective of the Electric System 


Distribution to Serve the 


oad 


The Distribution Division 
Generation of Electricity 
Fundamentals of the Electric 


Circuit 


Inductance and Related Charaec- 


teristics 


Tools for Electrical Problem» 
Transformers 
Transformer Connections 


Voltage 
e 


—. 





Control 

Current Interrupting 
Equipment 

Voltage Protection — 
Lightning—Grounding 
Street Lighting Circuits 
Mechanical _ Principles 
in Distribution 
Economic Principles in 
Distribution 

Measures of Service 





















Send check, money-order or cash to 


PUBLIC UTILITIES 


FORTNIGHTLY 


MUNSEY BLDG. 


WASHINGTON, D. C. 
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27 a | a 


a 















a a Pe 


| | THINGS HAPPEN WHEN YOU USE THE SPEED-FEED 
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COST OF TYPING FORMS i. a ! ce GOES UP IMMEDIATELY 
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carbons in and out of operator productive, in- 


forms the Speed - Feed nn creasing daily output of 
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ad saves money for you! 





forms 50% and more! 
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Thousands of top businesses in the United States and abroad have stepped up the 
output of typed forms 50% and more per operator; at the same time enjoying daily 
savings in time, labor and money through their use of the Egry Speed-Feed. This 
remarkable business machine converts any typewriter into a practical billing machine 
a in one minute. For literature and a demonstration in your own office (no obligation, 
1g of course) address Dept. F-619, THE EGRY REGISTER COMPANY, DAYTON, 
OHIO. Sales agencies in all principal cities. In Canada write to The Egry Register 
Co., (Canada) Ltd., King & Dufferin Sts., Toronto, Ontario, Canada. 


: See Oo 1000 


IES VAL MMi Lm AMM bh dteildlhidlitis 
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TAKE A 77P’ 
OLA 


VER, TEXAS 


ith 
oe 
and you, too, W 
G. D. FAIRTRACE 
City Manager, Tyler, Tey 
Good trucks! Good management! Good results 
For the city of Tyler, Texas, 
trucks have Produced money- ; 
= results for taxpayers! 
Cost records, carefully compiled under the 
supervision of City Manager G. D. Fairtrace 
cover over a half-million miles of Dodge truck 
T operation in this Progressive American city, 
L . 





ook at these per-mile operating facts . . 
3-year record: 


1 Operating Depre. 
THE RIGHT TRUCK FOR EVERY JOB. ae Perlee Far 
: $-ton 


19—114-ton 
and 2-ton 0224 -0189 0413 


*Includes 84s, oil, grease, antifreeze, tires, repairs and 
supplies, 


That’s economy worth looking at on any 
hauling job. And you, too, can have such econ- 
omy with a truck that fits your job... a Dodge 
Job-Rated truck. 


See your Dodge dealer for a better truck and a 
etter “deal” . , . with easy budget terms and 
liberal trade allowance. 


DODGE DIVISION, CHRYSLER CORPORATION, DETROIT, MICHIGAN 


BECAUSE OF 
CHRYSLER 
CORPORATION 
ENGINEERING — 
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E sell store fronts. You sell commercial lighting. 
And we both try to increase our customers’ business. 
But our fronts are most effective when they incorporate 


irtrace, . 7 . . > 
hey illumination . . . . and when the interior of the store and 
ome the display windows are properly lighted. 
otal Equally so, the increased light which you sell to mer- 
Mie chants does a much better job when that merchant installs 

, a modern store front as well. 
413 : y 
sand Obviously, then, a word from our salesmen suggesting 
i new lighting fixtures and greater illumination insures a 
con. more effective front .... anda satisfied customer. And a 
™ word from your salesmen regarding modern fronts will 
da help create better results for your products. 
ind : ’ 

If we both give a gentle prod for the other’s products, 

AN all profit. We'll do our share. 
_— When you think of store fronts, think of “Pittsburgh” 
> Pittco Store Fronts .... the leader in the field. 





ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PITTSBURGH stands for Zualiiy Glass and aint 
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‘Are you KEEPING POSTED 


on public utility 
developments? 


Do you know how the latest develop- 
ments and changes affect the public 
utilities’ place in our economic 
structure? Now you can get a clear, 
understandable picture, for 


THIS NEW BOOK »> 
GIVES YOU A FULL 
AND FRESH APPRAISAL 


of problems confronting public 


utilities today — 


This book is designed to show the place 
which public utilities occupy within our 
economic structure and the special problems 
of price control service supervision, security 
regulation, etc., which the march of events 
since 1933 has brought about. 





Accepting the dominance of private owner- 











Just published! 


PUBLIC UTILIT 
ECONOMICS | 





ship in all fields but water supply, the book By C. Woody Thompson 

x . 5 = Sacer ate Associate Professor of Economics 

is primarily an illustration of institutional ‘ 

economics. The book draws upon the litera- and Wendell R. Smith To ; 

ture of 47 state and four federal commis- Instructor in Commerce, State lie 

sions, one federal and 48 state judicial a mee short~« 

system, as well as many trade 726 pages, 6 x 9, illustrated, $4.50 Ging fac 

and semiofficial organizations. prona ee nnn anna Rinna nnnnnnn nnn n nnn nennn enn n an nnnnennnnnnennsne reese = wk 
: USE THIS CONVENIENT ORDER COUPON : we 
: Public Utilities Fortnightly aa 

Answers your questions on:— Munsey Building, Washington, D. C. Ps et 

Please send me a copy of ee “7 —_ to “gi 

Public Utility Organization and Finance cris & UTILITY ECONOMICS postpaid. e Wet pia 

Techniques of Regulation ; eo F esnet eile eel interp. 

The Problem of Reasonable Rates 

Rate Making Theory and Practice RII a .5. ccs i Kae ase Rte EER CE a elace @ 915e : 

The Marketing of Utility Service ee eee gPre 

The Tennessee Valley Authority ier: 


The Problem of Security Regulation Bo aces 


Siiy cand State: io ice ane ce eos «tie 





wne 19, 1941 


Public Utilities Fortnightly 


Industry's 
“BIG BERTHAS™ 





Speeded-Up by Interpretive Engineering ! 


To a wide variety of overloaded plants, 
Grinnell Prefabrication offers an important 
short-cut in expansion of power and process- 
ing facilities. Through this expert service, 
super-piping systems ... “big guns” in 
Jindustry’s attack on modern production 
problems . . . often can be installed with 
‘Bsavings of weeks. 

Red s why leading engineers now prefer 


“give the plans to Grinnell.” Layouts 
! r plant requirements will be speedily 
Pnterpreted into super-piping systems by 


prererrearion oy GRINNELL 


PIPING is invoiveo 


experienced Grinnell specialists . . . then 
prefabricated by advanced, time-saving 
methods in fully-equipped plants. And 
promptly, on delivery date, accurate sub- 
assemblies bearing underwriters’ approval 
are on the job . . . ready to install with 
minimum field welding! 

Write for comprehensive manual on 
Grinnell Prefabricated Piping. Grinnell Co., 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities of the U. S. 
and Canada. 


WHENEVER 
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T millions of miles per hour, atoms 
zoom through this “atom sifting” 
tube, to permit Westinghouse research 
engineers to learn more about the break- 
up of gases. Employed primarily to 
study the dissociation of gases by elec- 
trons and as a means of analyzing gas 
mixtures, it may prove helpful in the 
further development of various gas dis- 
charge devices such as fluorescent lights 
and mercury are rectifiers. These and 
similar new Westinghouse developments 
are continually improving customer sat- 
isfaction and adding load to your lines. 


Tatus. 


WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, EAST PITTSBURGH, PA. 


Westinghouse 








ELECTRICAL PARTNER OF THE CENTRAL STATION INDUSTRY 
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ee and periodic testing and repair of meters should be so 

scheduled as to produce maximum net revenue. Changing the 
specifications for meter testing from registration through fixed diam- 
eter orifices to rates of flow in gallons per minute has been found to 
increase overall registration, with acorresponding increase inrevenue 
far beyond the entire cost in both equipment, material and labor." 


CHAS. E. MOORE, Manager Water Department 
CITY OF ROANOKE, VA. 


© In other words, a given diameter orifice can not be relied upon as an accurate 
measure of the rate of flow on the test bench. Meters should be tested with 
apparatus accurate to high standards of precision. 


NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE, DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Lid., 345 Sorauren Avenue, Toronto, Canada. 
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Year after year, more Chevrolets than any other make 
are chosen by America’s truck buyers as the best buy in the 
highly competitive truck market. There could be no stronger 
endorsement of Chevrolet than this—that American. busi 
ness men deem it the best value, and say it with orders. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 








FEATURES 

* 90-HORSEPOWER VALVE-IN-HEAD ENGINE . . . 174 FOOT-POUNDS OF 

TORQUE * NEW RECIRCULATING BALL-BEARING STEERING GEAR * NEW, 
MORE COMFORTABLE DRIVER’S COMPARTMENT 


60 MODELS—ON NINE LONGER WHEELBASES . .. A COMPLETE LINE FOR 
ALL LINES OF BUSINESS. 
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ES YOUR INSULATION INVESTMENT 
2 PAY A FULL RETURN? 


FURNACES where insulation is FOR TEMPERATURES UP TO 600° F., 
quired to resist temperatures up you save by using J-M 85% Mag- 
190° F., J-M Superex is widely nesia. For years the standard ma- 
ognized as the most efficient terial for insulating power-plant 
ok insulation available today. equipment and steam lines, it com- 
ndreds of installations prove its bines light weight with permanently 
ng life and low maintenance. high insulating efficiency. 


OW MUCH MONEY you spend on fuel depends to a large 


tent on the answers to these two questions: 
Are you using the correct insulating materials? 
Are they applied in the correct thicknesses? 


To assure every saving possible with insulation, it will pay 
bu to call in a J-M Insulation Engineer. Let him study 
bur requirements . . . his specialized technical training and 
perience will help you trace down and correct sources of 
tat waste that may otherwise go unnoticed. 


From the complete line of J-M Insulations, he can recom- 


end exactly the material you need for greatest efficiency ON SUPERHEATED STEAM LINES, Johna- 
4 7 Manville Superex Combination Inaula- 


| exactly the thickness you need for maximum returns. tion provides an effective safeguard 
‘ : against costly heat waate. Built up of a 
For full details on this helpful service and facts about the inner layer of Superer and an outer layer 


mplete line of J-M Industrial Insulations, write to Johns- of 85% Maanesia, this combination 
assures maximum heat resistance and 


anville, 22 East 40th Street, New York, N. Y. insulating efficiency. 


vl Johns-Manville INDUSTRIAL INSULATIONS 


FOR EVERY TEMPERATURE...FOR EVERY SERVICE... 


Superex ...85% Magnesia... JM-20 Brick... Sil-O-Cel C-22 Brick... Sil-O-Cel Natural Brick... 
: J-M No. 500 Cement... Sil-O-Cel C-3 Concrete ... Marinite 








Tough Furbine 


for power plant auxiliary drive 


... built by ELLIOT 


iott 2000-hp. 
Iti-stage non- 
densing extrac- 

turbine driving 
oiler-feed pump. 


iott 390-hp. 
gle-stage tur- 
e driving tank 
Pp. 





AN Elliott turbine built to meet your hed 
balance and efficiency requirements, wi 
also have that rugged toughness which i 
“Characteristically Elliott,” and whic 
means sure dependability. 


The size range of auxiliary drives—y 
to several thousand horsepower—is jus 
where we have specialized for man 
years. In it we have accumulated valuabl 
experience and have built an excelle 
reputation. Let us show you. 


ELLIOTT COMPAN 


Steam Turbine Department 
JEANNETTE, PA. [o 


District Offices in Principal Cities 


ELLIOTT 
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{ California Independent Telephone Association opens meeting, Santa Monica, Cal., 1941. 





17 gga Institute of Electrical Engineers concludes convention, Toronto, Ont., Can., 





sg” gr eae Telephone Association will hold meeting, Lansing, Mich., July 





{ American Water Works Association opens convention, Toronto, Ont., Can., 1941. 





4 American Society for Testing Materials starts meeting, cee Iil., 1941. 
Pennsylvania Bus Association opens meeting, Bedford, Pa., 1. 





Q Fourth Annual Appalachian Gas Measurement Short Course will be held, i) 
Morgantown, W. V., Aug. 18-20, 1941. 





Canadian Electrical Association opens meeting, Seigniory Club, P. Q., Can., 1941. 





4 National Association of gt nad Utilities Commissioners will hold convention, 
St. Paul, Minn., Aug. 26-29, 





{ Mid-West Gas School and Conference will be held, Ames, Iowa, Sept. 8-10, 1941. 





q Pacific Coast Gas Association will hold convention, Del Monte, Cal., Sept. 10-12, 1941. 





q Empire State Gas and Electric Association will hold meeting, Saranac Inn, N. ¥., 
Sept. 11-12, 1941. 








q Michigan Gas Association opens convention, Mackinac Island, Mich., 1941. 
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q Association of American Railroads, Telephone Section, will hold meeting, B 
Cincinnati, Ohio, Sept. 23-25, 1941. 














q American Transit > aa will convene for annual meeting, Atlantic City, N. J., 
Sept. 27—Oct. 2, 1941 
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The Ghost of Passamaquoddy 


Should be treated with respect, thinks the author, 

although the report of Roger B. McWhorter, chief 

engineer of the Federal Power Commission, on fur- 

ther attempts at present to complete the project, 
is unfavorable. 


By GEORGE E. DOYING 


EMEMBER Passamaquoddy? Sure lin D. Roosevelt—had no difficulty in 
you do. It was—still is, for that appointing a special commission which 
matter—the unique scheme to returned a favorable verdict. Where- 

work the tides in the Bay of Fundy, upon the Public Works Administrator, 
off the coast of Maine, to produce elec- with the President’s approval, adopted 
tric power. In the heyday of the en- the scheme as a Federal project and 
thusiastic quest for public works turned it over to the War Department. 
(power projects preferred) to relieve Thus, the breath of life was imparted 
unemployment, this extraordinary en- to the Passamaquoddy Tidal Power 
gineering experiment was started. Project. It was endowed with $10,000,- 

At least two adverse reports were 000 (later reduced to $7,000,000) 
made on the project in 1934, when a_ from the “emergency relief” appropria- 
lan was sought from the Public tion of 1935. The Corps of Engineers 
Works Administration. But the top began work in that year and prosecuted 
men of PWA—Secretary of the In- it diligently through 1936. By the time 
terior Harold L. Ickes, as administra- the $7,000,000 allotment was practical- 
tor, and his superior, President Frank- ly exhausted, Congress began to lift 
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eyebrows at the prospect of spending 
some $60,000,000 to complete the job. 
The upshot was that an additional ap- 
propriation was refused. The project 
thereupon died early in 1937, and final 
obsequies (“demobilization of plant 
and personnel,” in the words of the 
Chief of Engineers) were completed 
by June 30, 1937. 

Well, the ghost of Passamaquoddy 
stalked briefly through the United 
States Senate a few weeks ago. It was 
materialized by a report from the Fed- 
eral Power Commission in somewhat 
belated response to a Senate resolution 
adopted February 2, 1939. Congress 
had been asked to resume its considera- 
tion of the project, and the Senate 
asked the FPC to review its previous 
reports and bring them down to date. 
The commission was also specifically 
requested to report (1) the relative 
costs of steam-generated or tidal-gen- 
erated power plants at Passama- 
quoddy ; (2) the relative costs of power 
to the consumer; and (3) whether 
there is either a local or export market 
for power thus generated by either 
method.? 


HE ensuing report, sent to the Sen- 
ate April 7, 1941, is the work of 
Roger B. McWhorter, chief engineer 
of the FPC. It is an exhaustive re- 
view of the history of the project and 
the several plans for its development. 
The conclusion reached is that there is 
no local or export market at this time 
for the power output from either the 
tidal project or the equivalent steam- 
electric plant at the Passamaquoddy 
site. 
Delving into the situation beyond the 


1Senate Resolution 62, 76th Congress, Ist 
session, adopted February 2, 1939, 
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scope of the Senate resolution, Mr. Mc. 
Whorter also reaches the conclusion 
that “undeveloped water-power sites 
on the rivers of Maine provide the most 
economical source for obtaining large 
additional power supplies in that state.” 

The ghost of Passamaquoddy may 
thus seem to have been given passage 
through purgatory to a final resting 
place. Nevertheless, regardless of one’s 
attitude toward ghosts, it is advisable 
to treat these apparitions with respect. 
They have an uncanny way of appea- 
ing at unexpected times and places, 
Hence, it may not be amiss to pay our 
respects to this spirit by giving a little 
thought to the more materialistic guise 
in which it originally was seen. This 
is especially true in view of a further 
observation by Mr. McWhorter: “It 
may confidently be assumed that the 
power potentially available in the Pas- 
samaquoddy tides will ultimately be de- 
veloped. The event seems certain; the 
only uncertainty is in point of time.” 

As originally conceived, the Passa- 
maquoddy tidal power project was in- 
ternational in scope. The plan conten- 
plated the use of that part of Passa- 
maquoddy bay on the Canadian side of 
the international boundary as a high- 
level pool, and the use of Cobscook bay, 
an arm of Passamaquoddy bay lying 
wholly within the United States, asa 
low-level pool. 


Federal Power Commission in 1924 by 
Dexter P. Cooper. A preliminary per- 
mit was issued, and in 1929 a revised 
application was filed for a project lying 
wholly within the United States. In 
1933, after the Federal Emergency A¢- 
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ministration of Public Works (PWA) 
had been established with the first bil- 
lions to relieve unemployment, Dexter 
P. Cooper, Incorporated, applied for a 
loan of $43,000,000 with which to con- 
struct the project. 

As noted above, this application was 
turned down. The FPC, which inves- 
tigated the project for the PWA, re- 
ported adversely. The PWA Technical 
Board of Review reported adversely. 
Public Works Administrator Ickes, 
however, late in 1934, appointed a spe- 
cial commission of four members to 
examine and report upon the project. 
Within two months this commission 
submitted a favorable report, recom- 
mending that $30,000,000 be allotted 
to the War Department to finance the 
construction, and that a state power 
authority be created to lease and op- 
erate the project. 

The ineptitude of this special com- 
mission, at least as to the financial as- 
pect, soon became apparent. The com- 
mission recommended for construction 
an “immediate project,” consisting of 
a single basin, tidal power installation, 
a power storage plant, and a 16-mile 
transmission line, at an estimated cost 
of $30,125,000. War Department En- 
gineers at the power site subsequently 
estimated the cost of work generally 
similar to this “immediate project” at 
$61,500,000, exclusive of interest dur- 
ing construction. A review board con- 
sisting of three consulting engineers of 
the Bureau of Reclamation, Depart- 
ment of the Interior, estimated the cost 
of the same project at $68,158,000, ex- 


clusive of interest during construction. 


i “perepiess these mundane matters 
do not reveal the spirit of Passa- 
maquoddy. Let’s bask awhile in the 
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moonbeams and see how the tide 
might be made to produce electricity, 
Turning to Mr. McWhorter’s report, 
we learn something about the general 
characteristics of tidal power: 

In hydroelectric plants of the com- 
mon type, located on rivers, the power 
available is dependent on water sup- 
plies affected by widely varying pre- 
cipitation and run-off, the head at such 
plants, with some exceptions, being 
relatively constant. In a tidal power 
plant the conditions are essentially re. 
versed, the output being derived from 
a dependable, definitely predictable 
supply of water used through heads 
which vary widely but which have def- 
nitely known limitations. Although the 
power from a tidal plant may vary 
rapidly and widely over regular time 
cycles, the amount of power that will 
be available at any time may be pre- 
dicted with certainty and accuracy. 
These unique characteristics have a 
very important bearing on the possi- 
bility of making practical use of tidal 
power. 

Electric energy may be produced 
from the latent power inherent in pe- 
riodic fluctuations in the ocean level 
along the shores, provided the range in 
stage is sufficiently great for the pur- 
pose. 

Such fluctuations, called tides, are 
due principally to the gravitational ef- 
fects of the moon and sun. 


T “new moon” the gravitational ef- 
fects of the moon and sun con- 

bine to produce the larger tidal ranges, 
called “spring” tides. At “full moon" 
similar spring tides of slightly smaller 
magnitude occur. At the first and third 
quarters of the moon, the combined 
gravitational effects of the sun and 
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Variations in Tidal Range 


66 HE tidal range varies with the distance 

of the moon from the earth as the 
moon travels through tts elliptical orbit, com- 
pleting the circuit in approximately twenty- 
seven and a half days, the time which elapses 
between successive minimum distances be- 
tween the earth and the moon. When the dis- 
tance from moon to earth happens to be a 
minimum at the time of spring tides, ex- 
tremely large fluctuations occur; and when 
the moon happens to be farthest from the 
earth at times of neap tide, extremely small 


fluctuations occur.” 





moon produce the smaller tidal ranges 
known as “neap”’ tides. The period of 
the moon’s phase-cycle is approximate- 
ly twenty-nine and a half days, the 
time which elapses from new moon to 
new moon or from full moon to full 
moon; hence, each spring tide is fol- 
lowed in slightly more than a week by 
aneap tide, which in turn is followed 
about a week later by another spring 
tide, the tidal range during the inter- 
vening time gradually decreasing from 
spring to neap values and then increas- 
ing again to spring tide range. 

The tidal range varies with the dis- 
tance of the moon from the earth as 
the moon travels through its elliptical 
orbit, completing the circuit in approxi- 
mately twenty-seven and a half days, 
the time which elapses between succes- 
sive minimum distances between the 
earth and the moon. When the distance 
from moon to earth happens to be a 
minimum at the time of spring tides, 
extremely large fluctuations occur ; and 
when the moon happens to be farthest 
from the earth at times of neap tide, 
extremely small fluctuations occur. 
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"aes paineony variations in the 
tidal range occur during a year, 
the range tending to increase in the 
summer and decrease in the winter. In 
addition, the mean tidal range from 
year to year varies through a cycle of 
approximately nineteen years. The con- 
figuration of the ocean floor and shores 
in the region of the Bay of Fundy 
causes tidal ranges along the shores of 
the bay of a magnitude exceeding those 
found in all but a very few localities 
elsewhere in the world. 

The operation of a 2-pool tidal 
power project permits of passing water 
continuously from an upper pool 
through a powerhouse to a lower pool. 
As the level of the ocean increases on 
a rising tide, the upper pool is replen- 
ished by admitting water through fill- 
ing gates; and when the levels of the 
ocean and the upper pool coincide, 
shortly after the maximum ocean level 
is reached, the filling gates are closed 
so as to maintain the upper pool at the 
highest possible level. As the ocean re- 
cedes on a falling tide, water which has 
accumulated in the lower pool is re- 
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turned to the ocean through emptying 
gates. When the levels of the ocean and 
the lower pool coincide, shortly after 
the minimum ocean level is reached, 
the emptying gates are closed so as to 
maintain the lower pool at the lowest 
possible level. At and near low tide, 
auxiliary gates permit the powerhouse 
to discharge directly into the ocean 
rather than into the lower pool, thus 
conserving head, with resultant in- 
crease in prime power. 


HE essential difference between the 

operation of a 1-pool project 
and a 2-pool project is that whereas 
the 2-pool project produces power con- 
tinuously, the 1-pool project of ne- 
cessity operates intermittently, its op- 
eration being limited to those hours 
when the level of the pool is sufficient- 
ly above the ocean level to provide the 
minimum head of about 54 feet neces- 
sary for practical power plant opera- 
tion. The filling of the pool takes place 
on the rising tide in a manner similar 
to that described for filling the upper 
pool of the 2-pool project. When the 
levels of the ocean and the pool coin- 
cide, shortly after the maximum ocean 
level is reached, the filling gates are 
closed and the pool maintained at a 
constant level until the ocean has 
dropped sufficiently to provide the head 
required for operation of the power 
plant. Water from the pool is then 
passed through the turbines direct to 
the ocean. In the early part of each 
power plant operating cycle, the head 
increases as the ocean falls. After the 
ocean has reached its minimum level 
and is again rising, the head gradually 
decreases and finally reaches the pre- 
determined minimum at which power 
plant operation is necessarily sus- 
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pended until such time as the pool is 
refilled and the ocean has again fallen 
to a stage 54 feet below the pool, 
whereupon operation of the power 
plant is resumed. 

So it seems that electric power real- 
ly can be drawn from the ocean. But 
gold also can be taken from sea water. 
The point is, it doesn’t pay. That's the 
trouble with Passamaquoddy. 


M r. McWhorter finds that the capi- 

tal cost of a tidal-power project 
at Passamaquoddy, capable of deliver- 
ing 110,000 kilowatts at 60 per cent 
load factor, would be $87,854,000 on 
the basis of public financing with in- 
terest at 3 per cent; and at $90,776, 
000 on the basis of private financing at 
5 per cent. These estimates, ‘incidental- 
ly, do not include any costs already 
incurred. 

The unit switchboard cost of the 
firm energy (578,000,000 kilowatt 
hours annually) would be 6.65 mills on 
the basis of public financing, with no 
provision for payment of taxes or in- 
surance; and 10.47 mills with private 
financing and including appropriate al- 
lowances for taxes and insurance. 

The corresponding capital costs of 
a steam-electric plant at the Passama- 
quoddy site, capable of performing the 
same function, would be $14,891,000 
and $15,180,000, respectively. And 
the switchboard cost of energy of the 
same class and in the same amount 
from the steam-electric plant would be 
4.49 mills and 5.57 mills, respectively. 

But, after all, neither of these meth- 
ods should be adopted to provide large 
quantities of power in the Passama- 
quoddy area if it were needed—which 
it is not. 

Five hydroelectric plants, with ag- 
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gregate installed capacity of 104,000 
kilowatts, could be constructed on the 
Penobscot river, according to Mr. Mc- 
Whorter. The capital cost, including 
transmission lines to the Passama- 
quoddy site, would be $21,989,000 
with public financing or $22,416,000 
with private financing. The cost of firm 
energy delivered at the site (482,000,- 
000 kilowatt hours annually) would be 
2.36 mills and 3.86 mills, respectively. 

This would not by any means ex- 
haust the potential power resources of 
Maine’s rivers. Seventeen sites in the 
Penobscot and Kennebec river basins 
could be developed, according to Mr. 
McWhorter’s calculations, for $104,- 
882,000 on the basis of 3 per cent fi- 
nancing and not including taxes and 
insurance. They could produce 2,444,- 
000,000 kilowatt hours annually at a 
unit cost of 1.87 mills at the switch- 
board. Private financing, with allow- 
ances for taxes and insurance, would 
boost the cost to 3.26 mills per kilo- 
watt hour. 


, be FPC estimates that the aver- 

age annual increase in energy re- 
quirements in Maine during the next 
seven years will range between 44,- 
000,000 and 59,000,000 kilowatt 
hours, depending upon the effect and 
duration of the national defense pro- 


e 


gram. This would mean an increase of 
4 or 5 per cent a year over the 1940 re- 
quirements. 

But a report issued by the National 
Resources Board in 1934 indicated that 
the population of some of the New 
England states, including Maine, and 
of New England as a whole will cease 
to increase about 1960. 

About two-thirds of the power gen- 
erated for public use in Maine is ab- 
sorbed by industrial and commercial 
operations. Residential and rural serv- 
ice accounted for only 11 per cent in 
1939. Mr. McWhorter expresses the 
opinion that lower domestic rates might 
induce the people of Maine to use 
about 50 per cent more energy for do- 
mestic purposes. 

Sponsors of the Passamaquoddy 
project, back in 1933 and 1934, in- 
sisted that prospects were excellent for 
inducing aluminum and stainless steel 
industries to locate plants in the vicin- 
ity. There was also considerable talk 
about electrometallurgical and electro- 
chemical industries requiring large 
amounts of low-cost power. Mr. Mc- 
Whorter finds little or no justification 
for such expectations. However, he 
suggests that some such industries 
might be attracted to certain other 
localities in Maine, where the manu- 
facturing plants would be reasonably 


dependent on water supplies 


“In hydroelectric plants of the common type, located on 
rivers, the power available is 


affected by widely varying precipitation and run-off, the 
head at such plants, with some exceptions, being relatively 


constant. In a tidal-power plant 


the conditions are essentially 


reversed, the output being derived from a dependable, defi- 
nitely predictable supply of water used through heads which 
vary widely but which have definitely known limitations.” 
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well located to take advantage of cheap 
river hydroelectric power and where 
they could be reached by ocean-going 
vessels. 


_ conclusively showing that the 
Passamaquoddy project is by 
every test economically unsound and 
not entitled to serious consideration, 
Mr. McWhorter undertakes to soften 
the blow by the following observa- 
tions: 


The idea of generating electricity from the 
enormous latent power of the tides along 
the shores washed by the Bay of Fundy is 
fascinating, interesting, entrancing—a chal- 
lenge, as it were, to the imagination and in- 
genuity of Man. As high-grade fuels be- 
come scarcer and dearer concurrently with 
greatly increased demands for electric power 
in the northeastern states and in contiguous 
Canadian territory, attention will surely be 


directed to the problem of harnessing the 


tides. 
kk K OK k 


The fact that the development and utiliza. 
tion of tidal power is contraindicated at this 
time should not preclude thorough explora. 
tion of the possibilities of a large interna. 
tional tidal power project at Passamaquoddy 
by the governments of the United State; 
and Canada. 

And here’s a thought to file away for 
possible future reference. It was over- 
looked, or ignored, by Mr. McWhorter. 

The Bay of Fundy, lying between 
Maine and New Brunswick on one side 
and Nova Scotia on the other, offers 
possibilities as the site of a naval base 
for the United States and Canada— 
perhaps for the British fleet. That 
would almost certainly restore sub- 
stance to the ghost of Passamaquoddy. 

Meanwhile, requiescat in pace. 





Industrial Mobilization 


ee is all up to the Knudsen OPM on the one hand and in- 
dustry on the other—and when I say it is up to them, I 
say it in the most serious sense. For, if they fail, 1f they even 
falter, you are going to hear one of the most sinister cries that 
ever echoed in America. ‘The capitalist system is no good. We 
gave it every opportunity. It tried and failed. Industrial leader- 
ship is incompetent. We entrusted our fate to the cream of tt. 
It soured. Now, let the government take over industry. Let the 
people’s representatives — the social workers, semisocialists, 
and neorevolutionists run this effort. We would be better off 
in the hands of social-minded amateurs than in capitalistic 
misfits.’ 

“Make no mistake about it. That kind of talk is already in 
the air. The OPM has got to do its stuff. Industry has got to 
do its stuff. That stuff can’t be any ordinary business-as-usual, 
work-a-day performance such as we see in peace. You have 
got to perform miracles.” 

—Hucu S. JoHNsoN, 
Columnist. 
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Priority and the Utilities 


How public service companies may be affected in 
securing mecessary equipment and facilities for 
expansion under the defense program. 


By ANDREW BARNES 


NE morning, a few weeks ago, a 
Washington housewife — we 


shall call her Mrs. Jones—sat 
down with her cup of breakfast coffee 
and the latest newspaper. She finished 
both in a highly disturbed state of 
mind. She picked up the telephone and 
called a friend. 

“Hilda,” she said, “have you seen 
the paper? The government has estab- 
lished a national defense priority for 
aluminum. It all goes now to the Army 
and Navy for airplanes. No more 
aluminum kettles. I think I’ll go out 
and buy some today, before it is all off 
the market. Do you need any ?” 

The friend did. Mrs. Jones put up 
the telephone without thinking that in 
her hand she held a whole bundle of 
national defense priorities; that the 
helpless telephone had been hit even as 
roughly as her own stock of prized 
kitchenware. 

Then she telegraphed her mother in 
another city: “Suggest you buy some 
aluminum.” That message, like her 
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conversation over the telephone, flowed 
through a bundle of defense priorities 
—made up into telegraph buzzers, 
senders, wires, relays, and a thousand 
other mechanisms. 

At almost the same moment, the 
long arm of government reached out 
from Washington into a refrigerator 
factory in Omaha, Nebraska, and com- 
mandeered the aluminum ice trays 
from hundreds of family iceboxes. 

The magic word “priority” was ex- 
erting its powerful influence on Amer- 
ican life, to the end that American de- 
fense might be made stronger and ever 
stronger against increasing national 
danger. Priority touched not only the 
housewife’s kitchen. It covered the 
land, from mine to mill to factory, from 
the automobile industry with its mil- 
lions of machines, to the telephone 
over which Mrs. Jones confided her 
worries that some day her kitchen 
might not have any aluminum ware. 

In fact, the public utilities were hit 
harder than Mrs. Jones’ kitchen when 
JUNE 19, 1941 
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priorities were invoked to save mate- 
rials and metals vital for national de- 
fense. Priority means simply this: In 
any given metal or material, national 
defense uses have the first call. Then if 
there is any left over, other needs can 
be met. 


HE United States jeered five years 

ago when Hermann Goering pro- 
claimed the Nazi creed of “guns in- 
stead of butter.” Today, in America, it 
is guns, airplanes, and defense ma- 
chinery instead of kettles, civilian ma- 
chinery, and a hundred thousand other 
gadgets hit by the word “priority.” 

What does this mean to the utilities ? 

It means that they can no longer con- 
duct business on the accepted basis of 
the last quarter-century. They must 
start hunting for substitutes, for plas- 
tics, for metals,.and other materials to 
replace the aluminum, certain types of 
steel, rubber insulation and metals that 
go into telephones, cables, lines; for 
the steel that goes into the towers 
of transmission lines; for the zinc-tin 
covering that protects cables; for sub- 
stitutes for the metal gadgets that re- 
quire chromium, magnesium. The list 
could be extended almost indefinitely. 

It will grow as time passes and more 
and more metals and materials are 
blanketed in under the priority system 
as the stocks become shorter. 

A power plant—how can it conceiv- 
ably be affected by priority? Remem- 
ber, the United States is building a 2- 
ocean Navy. The power company 
wants turbines, to replace old equip- 
ment, to expand and meet the demand 
for more and more power in response 
to the requirements of national defense 
manufacturers. The Navy wants tur- 
bines, too, thousands of them to power 


the destroyers, cruisers, and battle 


ships now sliding off the ways. Who | 


gets the turbines? The Navy. It is 
first. Priority will take care of that. 


HERE are Diesel engines, of 

course, to supplant the steam or 
water turbines. Why don’t the utili- 
ties turn to them? Again priority steps 
in. It happens that the Navy also wants 
Diesel motors, hundreds of them. 


The Navy will get them. If there are | 


any left, then other orders can be filled. 

Insulating materials? An electric 
light cord is a simple piece of machin- 
ery—a couple of fine copper wires en- 


cased in rubber insulation. Before long | 


you may see them built not of rubber 
but of plastics, an ersatz compound 
made, say, of milk. The process is al- 
ready far developed. Rubber must be 
saved wherever possible for airplane, 
truck, and motorcycle tires. Napoleon 
said an army traveled on its stomach. 
Now it travels on rubber tires. The 
government is engaged in a program of 
purchasing a half-million tons of crude 
rubber, only because the supply is crit- 
ically short. 

A railroad or a pipe-line company. 
How can they be affected by priority? 
Suppose the railroad wishes to lay 20 
miles of new rail, to replace the “rust 
streaks” on its line. Or the pipe line 
wants to build a hundred miles of line 
to carry oil to new markets. The rail- 
road orders steel rails; the pipe line 
orders steel pipe. 

“Sorry,” the manufacturer may tell 
them. “We are loaded to the hilt with 
national defense orders—armor plate, 
antiaircraft battery shields, and such 
stuff. We must fill these orders at once. 
We'll get around to you when we can. 
Maybe in a year.” 
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PRIORITY AND THE UTILITIES 


A telephone company out in Minne- 
sota wants a new switchboard, a small 
board for a way station, and submits 
its order. 

The telephone company finds that it 
must wait for its switchboard. Alumi- 
num goes into the frame of the board; 
brass, copper, nickel, lead, and zinc go 
into the mechanism. Priority blankets 
the entire order. 

A telegraph company wants to string 
anew wire. It finds that while copper is 
not immediately on the priority list, 
tens of thousands of miles of wire are 
needed to wind generators, to construct 
field telephone sets, and to meet other 
defense needs. 


‘Peers for telephones, light wires, 
and similar appurtenances—they 
are made of zinc and tin and lead, and 
national defense priority has the head 
of the table. The United States gov- 
ernment has the call on every vital 
mineral and material that can contrib- 
ute even remotely to national defense, 
regardless of the needs of Mrs. Jones 
or any utility company. This govern- 
ment system may be somewhat confus- 
ing to the men who must deal with it, 
while wrestling with their business 
problems. It is a double-barreled 
proposition. 

First, there are the industry-wide 
controls or priorities established by the 
Office of Production Management. 


Three metals have been put on this list, 
and they affect the public utilities to 
their core. Aluminum, magnesium, 
and nickel—try to build almost any 
sort of a public utility without these 
and see how far you get. Then, in a 
separate category, there is zinc, placed 
under a pool system by which the 
stocks are shared, but not directly un- 
der the government’s thumb. 

Secondly, there is also a list of criti- 
cal materials, and here again the gov- 
ernment has the head of the table. 
There are literally hundreds of critical 
materials, and the list is being enlarged 
almost every day. Aluminum and al- 
loys, brass, bronze, chromium alloy 
steel, tin, ferro-tungsten, tungsten ore, 
zinc, steel forgings, magnesium, monel 
metals, nickel alloy steel, tungsten steel, 
chrome-nickel steel, vanadium steel, 
electric furnace steel. There are many 
others, and their first contribution 
must be to national defense. 

The industry-wide controls are ad- 
ministered by the Office of Production 
Management, more directly by Edward 
R. Stettinius. The critical list, which 
has not yet been placed on an industry- 
wide priority basis, is administered 
through the War Department, and the 
field agents of the Army and Navy 
munitions boards. 


geome they will tell you at 
OPM that steel has not yet been 
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mineral and material that can contribute even remotely to 
national defense, regardless of the needs of Mrs. Jones or 


q “THE United States government has the call on every vital 


any utility company. This government system may be 
somewhat confusing to the men who must deal with it, while 
wrestling with their business problems. It is a double- 


barreled proposition.” 
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placed on an industry-wide priority 
system—‘‘not yet.” It may be, soon. 

It can be seen, readily, that priority 
poses a difficult problem for the utili- 
ties. 

The power plant needs turbines, 
but the Navy has the first call. But 
there are a dozen industries clamoring 
for more power to be used in producing 
national defense goods. 

The telephone company needs its 
switchboard, but it is doubtful if it will 
get it. But the switchboard must serve 
an Army camp, and military calls must 
go through. A pipe line wants steel 
pipe, but here armor plate has prece- 
dence. But battleships not only need 
armor plate. They have got to have the 
natural gas for processing and fuel oil 
for operating. 


HE utilities, without government 

subsidy, without any preferential 
favors, are doing their best to meet this 
problem. They are working night and 
day to develop ersatz substitutes—tele- 
phone handsets made of plastics, new 
insulating materials, new metals, and a 
thousand other things, to the end that 
national defense will be able to get the 
first call without finding itself ham- 
pered behind the line of actual muni- 
tions and weapons of war. The utili- 
ties are making amazing progress in de- 
veloping these substitutes. Before long, 
you may talk over a plastic telephone, 
through ersatz mechanisms, through 
cables protected by substitute insula- 
tions. 

The priority system has not yet cre- 
ated any critical problems for the utili- 
ties. There has been, and continues to 
be, a gradual tightening up. Most 
orders have been filled. It is the future 
which poses the great problem. 


HE OPM will tell you that in 

cases where the contribution to 
national defense warrants it, civilian 
needs will get sympathetic and favor- 
able consideration. “It all depends 
upon the showing that is made in each 
individual case,” they tell you at the 
priorities division of OPM. Ifa utility 
needs aluminum, magnesium, or nickel, 
it may place its order. The word will 
come back that national defense has 
priority. 

“But I need this to supply a national 
defense requirement,” the utility 
manager may answer. Then he will | 
contact the government in Washington | 
through OPM. His case will be thor- 
oughly reviewed. If he is engaged in 
an important bona fide contribution to 
defense, the government will give him 
the green light and his order will be 
filled. The government is not cutting 
off its nose to spite its face. 

If, however, the utility manager 
needs some of the critical materials not 
yet on an industry-wide priorities sys- 
tem, or some machine produced from 
those materials, he will deal through his 
source of supply. He must present his 
case to the manufacturer, showing ex- 
actly where his order would contribute 
to the national effort. This manufac- 
turer of switchboards, cables, copper 
wire, rails, telegraph sets, or whatnot, 
will then confer with the representa- 
tives of the munitions board who will 
review the case. Their recommenda- 
tions, if the case is a good one, will clear 
away the barrier so that the order may 
be filled. 

Obviously this is a cumbersome sys- 
tem, but it is the best that the govern- 
ment has been able to devise. It in- 
volves delays and much irritation in 
urgent cases. The government is work- 
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Demand upon Utility Facilities 


¢ bs defense boom has caused such a terrific demand upon utility 

facilities that even the seventh son of a seventh son could never 

have anticipated the laying in of sufficient stock piles of strategic mate- 

rials to take care of the expansion requirements. And even if he had... 

there would be an excellent chance that before long the government would 

come around and commandeer his precious stock piles in the name of 
national defense.” 





ing to reduce these delays—such as ex- 
ist—to a minimum. Meanwhile, the 
priorities pinch has not become so dras- 
tic as to disrupt the normal functions 
of the public utilities. That is because 
the utilities were so well prepared, in 
advance of the emergency. 


= defense boom has caused such 
a terrific demand upon utility fa- 
cilities that even the seventh son of a 
seventh son could never have antici- 
pated the laying in of sufficient stock 
piles of strategic materials to take care 
of the expansion requirements. And 
even if he had (assuming this prophet 
to have been a utility executive) there 
would be an excellent chance that be- 
fore long the government would come 
around and commandeer his precious 
stock piles in the name of national de- 
fense. Such commandeering has not 
yet occurred but it is threatened and 
may happen to some industries soon. 
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In other words, what we called smart 
executive foresight a year ago may now 
be called “hoarding.”’ And in modern 
executive practice the “grasshopper” 
industry seems to be entitled to the 
same consideration as the “ant” indus- 
try, provided both are engaged in 
equally vital operations. 

But, as stated before, no utility ex- 
ecutive could have foreseen a situation 
where stupendous demands for expan- 
sion would be made on utilities pre- 
cisely at the time when certain supplies 
for constructing such facilities would 
become scarce or nonexistent. Surely 
electric companies that had been order- 
ing turbines, as a matter of routine, 
two years in advance of expected de- 
mand could not be held to a foreknowl- 
edge of a sudden shift in defense policy 
whereby the United States government 
has decided to build a 2-ocean Navy in- 
stead of a 1-ocean Navy—thereby gob- 
bling up the turbine-building facilities. 
JUNE 19, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


The same thing goes for the con- 
struction of camps, mills, factories, and 
other defense facilities which are mush- 
rooming all over the country—each re- 
quiring its own utility accoutrement 
and requiring plenty of it almost over- 
night. 


1" the light of their uncomfortable 
positions with respect to the pri- 
ority situation, there is much to be said 
for the sentiments expressed by an 
anonymous telephone company execu- 
tive in a recent issue of Telephony, the 
telephone journal : 


Thanks to the defense boom the consumer 
has more dollars to spend and less places to 
spend them. I am just wondering, with such 
expanding consumer purchasing power in a 
steadily contracting consumer market, 
whether it is wise to let things drift— 
whether we should not try to give these 
forces some intelligent direction for the pub- 
lic good and the soundness of the national 
economy. Granted, in other words, we shall 
all have to pull in our belts, should we not 
have some plan or system about just where 
to pull them in? 

Specifically, luxuries and semiluxuries 
ought to bear the first brunt of the sacrifice. 
Essentials such as telephones and other util- 
ity services ought to be preserved because 
they are the basis for the sound morale of a 
well-prepared nation. If private automobiles, 
for instance, use too much strategic mate- 
rials such as aluminum, steel, gasoline, rub- 
ber, and so forth, should we not start our 
retrenchment program at this point, rather 
than withhold essential metals from the tele- 
phone manufacturer or rob the housewife’s 
refrigerator of ice trays, and so forth? 

Naturally, if there were less cars and less 
use of cars, people would travel less, stay 
home more, and the telephone would become 
more essential than ever. I bear no special 
grudge against the automobile industry 
which I admire greatly. I merely use it as 
an example of a great industry which might 
itself be better employed these days than 
turning out so many cars that almost every 
high school boy has a nonessential jalopy 
cluttering the highways, exhausting the na- 
tion’s petroleum reserves. We all know that 
as a nation we do a lot of unnecessary riding 
around when we might be exercising our- 
selves; that we drink too much, smoke too 
much, and generally waste far too much 
time, money, and materials on useless frivoli- 
ties. Time was when these practices meant 
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employment and use of surplus materials, 
but now it’s different. 

Don’t get me wrong. I am neither a pro- 
hibitionist nor an advocate of Hitler-like 
regimentation that would dictate to the popu- 
lace just what to eat, drink, wear, read, and 
otherwise how to spend their time. That's 
the sort of thing we are fighting against, 
But in the process we can by gentle steps 
such as a planned priority system for mate- 
rials, a planned tax policy, and educational 
measures, channel the excess energy and 
cash of the people into courses which will 
do them the most good under the circum- 
stances and the nation’s economy the least 
harm. And when the pressure of the emer- 
gency is past, we will appreciate our lux- 
uries and semiluxuries all the more for the 
temporary sacrifice. 

It is also true because the existing 
stocks of equipment were sufficient to 
tide over a reasonable period. Should 
the United States become involved in 
war, the pinch would be immediate and 
drastic—and no man can venture the 
prediction that our peace is at all safe, 

But, whether or not the priorities 
pinch becomes more pronounced, sober, 
level-headed thinkers in and out of the 
government are looking ahead, al- 
ready, to the problems the system is cre- 
ating. It is solving many emergency 
problems. It is creating many long- 
range ones. 

With the genius of utility labora- 
tories pointed toward the development 
of acceptable substitutes, and working 
overtime to develop them, it is inevi- 
table that many amazing discoveries lie 
immediately ahead. They are being 
made even now. Some will be discard- 
ed as uneconomic. Others will step 
into the American economic scheme to 
crowd out materials and equipment 
which will have proved less satisfac- 


tory than the substitutes. 


’ may be an ersatz telephone, or a 
new cable, or a completely new 
mechanism of any one of a thousand 
sorts. It may be the development of 
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new machinery to replace turbines for 
the generation of electricity. 

The result will be economic disloca- 
tions. Factories which had devoted 
themselves to the production of the 
older type equipment and machinery 
may find themselves, once the defense 
job is done, without another peace-time 
job to perform. Materials and metals 
in many cases—if the emergency con- 
tinues long—will be crowded out by 
substitutes. Your hand-set metal tele- 
phone—the bundle of priorities over 
which agitated Mrs. Jones discussed 
the aluminum situation—is not a hand- 
some household gadget. Sooner than 
you think the telephone companies may 
offer you a plastic handset, streamlined 
and touched up in your favorite pastel 
shades—to match your furniture or 
your wallpaper—and produce it much 
more cheaply than the metal set you 
now use. 

The national emergency is heading 


the United States, possibly, into a new 
and amazing age of ersatz, out of which 
will come many strange and exciting 
developments exerting a powerful 
change upon American economic and 
social life. President Roosevelt fully 
understands the economic import of 
this problem, and has experts at work 
drafting plans to cushion the shocks 
caused by this vast shakeup of Amer- 
ican industry. 

Meanwhile, although they are devot- 
ing one of the greatest scientific lab- 
oratory systems in the world to meeting 
the problem for themselves, the utili- 
ty companies should make their needs 
known to the government. They will 
get logical consideration. In so doing, 
utilities may be helping to speed na- 
tional defense through their normal 
contributions, and equally important, 
they probably will be lessening the 
problems with which these experts are 
wrestling. 
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Switchboard for Blind Operators 


A BRAILLE telephone switchboard for blind operators has been devel- 
oped by the Bell Telephone Company and installed at the Penn- 
sylvania Institution for the Blind at Overbrook. 

The switchboard, instead of having lights to guide the operator, is 
arranged so that when a call comes in a buzzer signals the operator 
and a plunger on the line is elevated one-eighth of an inch. 

Trained fingers find the “up” plunger and another jack is located by 


Braille characters. 
finished. 


Another buzzer sounds when a conversation is 


Three young women at the school have been trained to operate the 
board and classes have been started in switchboard operation. The 
board controls telephones in various offices and at six dormitory 


cottages. 
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Article III—“Boom” Expansion 
The REA; 1936-1940 


In this concluding article of the series the author 

summarizes the results of rural electrification as 

well as its extent and considers what may be ex- 
pected from now on. 


By ROYDEN STEWART 


lurking, like an unacknowl- 
edged child, in the shadows 
just outside the rural electrification 
movement ever since the REA program 
was inaugurated in 1935. Now, with 
truly self-liquidating projects becom- 
ing fewer and fewer, subsidy in fact if 
not in name will have to be introduced 
soon if the expansion of electric service 
in farming regions is to continue at 
the rate it has been traveling during the 
past five years. And subsidy in some 
form will be necessary to liquidate the 
cost of most of the rural electric sys- 
tems that have already been established 
or committed through REA loans to- 
taling nearly $400,000,000. 
Subsidization did not figure in the 
plans of the National Grange and the 


66 S UBSIDY”’ is a word that has been 


American Farm Bureau Federation 
when, late in 1934, they withdrew from 
the Committee on the Relation of Elec- 
tricity to Agriculture and asked the 
Federal government to finance the 
building of new rural electric lines. The 
farm organizations saw the Federal 
works program as an opportunity to 
speed up the electrification of rural 
America through financing on longer 
terms and at lower interest rates than 
the utility companies had been able to 
obtain from private capital. The utili- 
ties, principal sponsors of the CREA, 
were asked to join in the new plan. 
The industry announced its willingness 
to codperate, and appointed a commit- 
tee of executives to work with the 
President’s Power Policy Committee in 
formulating a practical program. 
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The original proposal submitted to 
the executives was, to say the least, 
ambitious. It envisioned the connecting 
of one million additional farms during 
1935 alone. The new distribution lines, 
providing service admittedly inferior 
to town service, were to be built on an 
area basis at a total cost of $1,000 a 
mile and before it had been determined 
how many farmers would agree to take 
the service. All investments were to be 
self-liquidating, financed wherever pos- 
sible by private capital, in other cases 
by government loans. It was believed 
that this program could be carried out 
in sections where the density of farms 
was four to the mile. 


A= of existing conditions 
convinced the utility men that the 
plan was not, as a whole, practical. 
They pointed out that in territories al- 
ready served, the average density of 
farms was 3.8 per mile, with only 3.3 
connected, while for unserved areas an 
optimistic estimate was 2.5; farm ten- 
ancy and farm debt were highest, farm 
income lowest, in the unserved areas; 
most farms on which electrification 
could increase productivity enough to 
offset necessary investment in wiring 
and appliances alone — principally 
dairy, poultry, and irrigated farms— 
were already served. They did not be- 
lieve that farmers would be permanent- 
ly satisfied with substandard service. 
And although line costs must vary with 
local conditions, running higher than 
$1,000 in some sections, lower in 
others, operating experience dictated a 
practical minimum in each case; below 
this minimum, operating and mainte- 
nance expenses would rise so dispro- 
portionately that over-all cost actually 
would be higher than for standard 


787 


rural construction. The executives de- 
clared emphatically that the proposal to 
build lines without any advance assur- 
ance of revenue was unsound. 

Over a period of nine months the in- 
dustry committee collected data from 
operating companies and held numer- 
ous conferences with the government 
group. On July 24, 1935, the committee 
submitted its own, somewhat soberer, 
plan. This industry plan provided for 
the construction during the fiscal year 
1935-36 of 79,180 miles of new rural 
lines to serve 206,000 farmers and 79,- 
000 nonfarm customers, an average of 
3.6 to the mile. Another 66,000 cus- 
tomers were to be added to existing 
lines through loans to finance the serv- 
ice facilities. Average per-mile cost of 
the new lines, using adequate, durable 
construction, was estimated at not more 
than $963, probably less ; transformers, 
meters, and services would add about 
$109 for each customer. The utility 
companies would be given long-term 
Federal loans to cover the cost. The 
companies would “carry” the new rural 
business during the development peri- 
od, but, to assure eventual liquidation 
of the investment, it was urged that the 
government also lend money on liberal 
terms for the customers’ purchase of 
enough wiring and appliances to make 
possible the full benefits of electrifica- 
tion. The committee announced that it 
had set up an organization of trained 
technicians to codperate at all times 
with the government in carrying out 
the program. 


HE President had already (May 
11, 1935) created the Rural Elec- 
trification Administration by Execu- 
tive Order. Morris L. Cooke, who had 
been vice chairman of the Power Policy 
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Committee, was appointed administra- 
tor and $100,000,000 was allotted from 
emergency relief funds to be loaned for 
rural electrification projects. The pri- 
vate utilities, through their committee, 
declared that they were ready to absorb 
all this money and begin immediately 
to transmute it into jobs, material pur- 
chases, and farm electric service. 

It soon became evident, however, 
that (1) the utilities were to have a 
negligible part in the program and (2) 
within the prescribed year the new 
agency would be able to execute loan 
contracts and get construction started 
on projects accounting for only a 
small part of the fund. In March, 
1936, Administrator Cooke testified 
that REA had signed contracts for 
$5,000,000 and had actually advanced 
“at most, a couple of hundred thousand 
dollars.” Twenty-seven loans had been 
authorized, one to a municipality, 21 to 
rural codperative associations, 5 to 
utility companies. No lines had been 
completely energized. Altogether, 
$14,000,000 of emergency funds even- 
tually were used. 

By this time the “emergency” label 
had been discarded. The REA asked 
Congress, through the Norris-Rayburn 
bill, to authorize a 10-year program 
under which $400,000,000 more would 
be lent for rural electrification, includ- 
ing generating plants, transmission and 


q 


7 


distribution facilities, wiring and ap 
pliances, at a rate of not more than 3 
per cent. Loans were to be made for a 
period of twenty-five years (as com- 
pared to twenty years under the emer- 
gency set-up) and were to be fully self- 
liquidating. All the expenses of REA 
as a lending, collecting, administrative, 
and “educational” agency were to be 
fully subsidized by separate annual ap- 
propriations. What constituted a 
worthy project, the termsof repayment, 
and almost all other details of the pro- 
gram were left to the discretion of the 
administrator. The government’s only 
security for the loans was the lines. 
AX originally drawn, the Norris-Ray- 

burn bill excluded private com- 
panies as borrowers. This provision 
was vigorously supported by REA 
spokesmen and the congressional “pub- 
lic power bloc,” on the grounds that 
the utilities were not sincerely inter- 
ested in expanding rural service, im- 
posed “onerous” terms and unreason- 
able rates on farm customers, etc. 
Eventually a compromise was effected: 
Private utilities were allowed to apply 
for loans, but the administrator was in- 
structed to accord preference to gov- 
ernmental units and codperative associ- 
ations. In practice this preference 
provision has been so administered that 
few private companies have borrowed 


“THE relation of REA to the codperatives is in many re- 
spects similar to that of a holding company to operating 
companies under private enterprise—but without the 


stringent restrictions applying to private holding companies. 
REA furnishes capital and closely supervises all details of 
organization, construction, and operation. It exercises veto 
powers over rate schedules and the selection of personnel.” 
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REA funds. As of December 31, 1940, 
the 791 borrowers from REA included 
only 24 private companies: 714 were 
cooperative associations ; 53 were vari- 
ous public bodies. Loans to private 
companies were 1.3 per cent of the 
total allotments. 

At first it was expected that much of 
the development would be carried out 
through state agencies. Eight states set 
up rural electrification authorities, 
but only one, the South Carolina body, 
built and operated lines on any con- 
siderable scale. REA has, in fact, had 
sharp clashes with state governments, 
particularly over the matter of regu- 
latory authority. REA policy now ap- 
pears definitely committed to the fos- 
tering of codperatives and the elimina- 
tion of state authority—and state taxes 
—from cooperative affairs. 


Lo history of REA as a govern- 
ment agency has been erratic and 
spectacular. Morris Cooke resigned as 
administrator in February, 1937, and 
was succeeded by John M. Carmody. 
Harry Slattery, the present incumbent, 
replaced Mr. Carmody in 1939, about 
the time that REA lost its status as an 
independent agency and was made part 
of the Department of Agriculture. Per- 
sonnel has been progressively increased 
until there are 1,200 permanent em- 
ployees; and salaries and promotions 
within the organization have been the 
subject of sharp questioning at con- 
gressional committee hearings. Ex- 
penses, too, have grown from year to 
year; they are now running about 
$4,000,000 annually—4 per cent of the 
loan funds. Sensational charges of im- 
proper practices in the management of 
cooperatives, directly involving REA, 
have been made public recently and 
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may lead to a sweeping investigation. 

The codperative protégés, aided by 
REA attorneys and representatives, 
have engaged in dozens of legal clashes 
with state regulatory commissions and 
private companies and have brought 
great pressure on state legislatures for 
exemption from both regulation and 
taxation. 

This campaign for special legal 
status has been rather successful. 
Fifteen states have adopted the 
REA Uniform Electric Codpera- 
tive Act; in eight states special legis- 
lation favors the cooperatives ; in twen- 
ty-one states general legislation pro- 
vides for codperative organizations, 
presumably including electric codper- 
atives. Cooperatives apparently are il- 
legal in four states. (A private com- 
pany obtained an REA loan in one of 
these, New York. The other three, 
Rhode Island, Connecticut, and Massa- 
chusetts, which have no REA lines, 
rank first, third, and sixth, respective- 
ly, in the nation in per cent of farms 
electrified.) Three states have laws ex- 
empting codperatives from all taxa- 
tion; eight others provide partial ex- 
emption. And only five states subject 
the codperatives to full commission reg- 
ulation. All this is what Administra- 
tor Slattery calls “a new body of law.””? 
It is. 


HE relation of REA to the co- 

Operatives is in many respects 
similar to that of a holding company to 
operating companies under private en- 
terprise—but without the stringent re- 
strictions applying to private holding 
companies. REA furnishes the capital 
and closely supervises all details of or- 


1“Rural America Lights Up,” by Harry 
Slattery, p. 48. 
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ganization, construction, and opera- 
tion. It exercises veto powers over rate 
schedules and the selection of person- 
nel. Its information division advises 
consumers on utilization through litera- 
ture and personal visits; publicity and 
“educational” releases of various kinds, 
including suggestions for speeches by 
farm leaders, are issued at the rate of 
about one a day. Demonstration ex- 
hibits—a modern version of the travel- 
ing “circus” used by Boston Edison 
Company in 1912—tour the country to 
help the codperatives build load and to 
create interest in the formation of new 
cooperatives. 

Most of the power distributed by 
the codperatives is purchased by them 
at wholesale. In 1940 private utilities 
furnished 53 per cent of this pur- 
chased power, various public agencies 
47 per cent. If REA believes the whole- 
sale rate offered to a codperative is too 
high, an additional loan is made for 
the erection of a small Diesel generat- 
ing plant. 


HE physical achievements of REA 

are impressive in total. It has al- 
ready (December 31, 1940) allotted 
$351,454,621 in loans and expects to 
increase this to $474,000,000 by June, 
1942—the original program of $40,- 
000,000 a year having been discarded. 
The allotments will finance about 
440,000 miles of rural line, of which 
270,000 are now in operation, besides 


generating plants, wiring, plumbing, 
and appliances. Consumers receiving 
service from REA-financed lines num- 
ber 675,000, of which 540,000 are 
farmers. 

REA spokesmen say they have ac- 
complished these results by building 
lines in rural territories which the pri- 
vate utilities had refused to serve and 
by reducing costs. Administrator Slat- 
tery told a congressional committee in 
March of this year that REA bor- 
rowers were building lines for $500 to 
$900 a mile, with the average less than 
$800. Actual (September, 1940) allot- 
ment figures for 477 lines newly en- 
ergized indicate an average of $871; 
and individual projects have gone as 
high as $1,781*; many are above 
$1,000. 


To compare these figures, as REA 


2 California 18, San Diego. On another proj- 
ect, Kentucky 1, Jefferson, the allotment was 
reported as $71,700 for 38.7 miles—$1,853 a 
mile—in REA Release No. 43, December 14, 
1935, and in the annual reports until 1939, 
when the mileage appeared as 39. In the 1940 
report the mileage figure was, strangely, 
changed again to 56 miles without any change 
in the fund allotment. Administrator Slattery 
now (May 23, 1941) states: “Advances to the 
project totaled $70,521.07 and 50 miles of line 
were built. The cost was $1,410 per mile, which 
is exceptionally high for REA projects in this 
area.” On September 30, 1940, nearly five years 
after the original allotment, only 13 miles 
had been energized. REA allotments seem sus- 
ceptible to change in this confusing manner— 
although usually the revision is in the form of 
additional loan funds “to complete the system.” 
Determining their line costs is, consequently, 
always an uncertain procedure. R. S 


“On some of the codperative projects, styled ‘self-help,’ the farmer- 
members cut and haul the poles and do the unskilled part of the line- 
construction labor—an economy measure employed on private rural 
lines thirty years ago. With REA guidance and approval, the codpera- 
tives have made use of other cash-saving devices, including cheaper 
design and material in line and service equipment.” 
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does, with private costs, there should 
be added the codperative’s organiza- 
tion expense (membership fees are us- 
ually $5) and an apportionment of 
REA’s own expense for engineering, 
legal,and administrative overhead. The 
figures are further misleading because 
they are averages, not weighted for the 
varying geographic and weather con- 
ditions which are such important fac- 
tors in line costs, and because the in- 
vestment per customer, not per mile, is 
the valid unit for comparison; trans- 
formers, meters, and services for five 
customers cost more than the same 
items for two customers. 


eedena reservations could be cited ; 
but it probably is true that many 
codperatives are building lines for less 
initial cost than private utility lines 
built under comparable conditions. 
True over-all costs, considering depre- 
ciation, maintenance, and voltage regu- 
lation, are another matter. 

On some of the codperative proj- 
ects, styled “self-help,” the farmer- 
members cut and haul the poles and do 
the unskilled part of the line-construc- 
tion labor—an economy measure em- 
ployed on private rural lines thirty 
years ago. With REA guidance and 
approval, the codperatives have made 
use of other cash-saving devices, in- 
cluding cheaper design and material in 
line and service equipment. Most of 
the expedients had previously been 
tried at one time or another by the 
private companies, which rejected 
many of them as uneconomic in the 
long run. 

Share-croppers and others of very 
low income have been added to REA 
lines under a “limited service” plan by 
which both installation costs and quan- 
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tity of service are kept low through the 
use of smaller wire and a 600-watt 
transformer. A few lights can be 
burned, perhaps a small radio operated, 
by one of these customers. To use a 
small electric iron, his wife must deny 
herself both light and the inspiration 
of soap-opera. At least one private 
company experimented with 600-watt 
transformers twenty-five years ago, but 
abandoned them because customers did 
not want their usage of electricity to 
be arbitrarily limited. Of course, the 
impact of the national defense effort 
with its eventual curtailment of appli- 
ance promotion and even customer 
usage may work out harmoniously 
with such power rationing; but such a 
set-up is hardly a desirable long-range 
objective. 

The administrator recently an- 
nounced a new policy: REA systems 
will furnish the main service entrance 
—meter loop, meter receptacle, main 
disconnect switch, and house circuit 
protection—to every member without 
charge. This simply means, of course, 
that the cost of this equipment will 
form part of the debt of the codpera- 
tive, rather than that of the member. 


URING the same 5-year period 
(1936-1940 inclusive) the pri- 
vately owned utilities have resumed the 
rapid rate of progress evidenced before 


the depression. Over 700,000 new 
farm customers have been connected 
to the private company lines in this 
period, bringing the private industry’s 
total to 1,500,000. This expansion has 
been influenced both by the advent of 
REA and the desires of the farmers 
themselves. In some instances, with- 
out doubt, private companies have built 
new rural lines to protect territory, or 


JUNE 19, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


for social reasons, before prudent busi- 
ness judgment otherwise would have 
sanctioned them. But faster expansion 
was to be expected in any case. The 
rise in farm purchasing power since 
1935 (it is now at the 1929 level), tech- 
nical improvements, the progressive 
spreading of the transmission net- 
works, and the farmer’s growing ac- 
ceptance of urban living standards 
have all been favorable factors. 

Utility engineers have continued to 
try to strike a balance between lower- 
cost equipment and reliable service life 
in their new rural line construction. 
The development of light, strong con- 
ductors has made it possible to place 
poles 600 feet apart in flat, treeless 
territory; new methods of pole treat- 
ment and installation; new types of 
transformers and other equipment 
have helped to bring rural costs down 
appreciably without jeopardizing either 
the service to the customer or the com- 


pany’s investment. The privately fi- 


nanced lines, in general, have higher 
initial cost, lower maintenance expense, 
higher customer density, and consid- 
erably greater energy consumption 
than the REA projects. The private 
companies believe their prospects for 
staying in business and giving good 
service are the better of the two. Below 
is a rough comparison made by a com- 
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REA 
Cost of wholesale power 


COM OE NEONOG 6.0'56:54:00 468 arcs ees 0i 2.69 per cent Cost of money 


Little or no taxes 

Little or no commission regulation ... 

DANO CORE DET IANO 656.6. 5:4 4:cin 4 08 0s 048 $900 

Resulting voltage regulation 

Maintenance 

Numerous long outages 

Administrative expenses in large part 
subsidized 
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15 per cent 
15 per cent 


petent engineer who has served as con- 
sultant on REA projects. 


MERICAN taxpayers will soon have 
A almost half a billion dollars in- 
vested, through REA loans, in rural 
electric systems. Is this investment 
truly self-liquidating ? Can the borrow- 
ers repay the government loans in 
twenty-five years, as promised—or 
ever? REA has presented summary 
tabulations to Congress showing a low 
percentage of delinquencies and ad- 
vance payments sufficient to make the 
total of repayments exceed the total 
due. But what is a delinquency? The 
1939 annual report of REA states: 


In the REA financing .. . the effort has 
been to make allowance for “thinness” and 
for the difficulty of pay-out in terms of the 
loans. As was pointed out... on the more 
recent loans the 25-year period of repay- 
ment authorized by the statute was sub- 
stituted for the 20-year period which was 
used earlier, and interest payments were 
scheduled to start after two-and-a-half 
years, with no payments on principal until 
the end of the fourth year. 


It should be added that the terms 
of many 20-year loans have been re- 
vised for a 25-year payout; that the 
administrator has authority to defer 
interest payments for as long as five 
years ; and that borrowers are not tech- 
nically in default so long as they con- 
tinue to pay interest—principal pay- 
ments can be deferred for the full 25- 
year period. Since the average 


Private Utility 
Cost of wholesale power ...... 1.5 cents 
5 per cent 
Usual taxes 
Commission regulation 
Line cost per mile 
Resulting voltage regulation 
Maintenance 
Infrequent short outages 
Administrative expense normal 


..8 per cent 
5 per cent 
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weighted age of all the projects is still 
less than two years, any current totals 
on repayments point to no valid con- 
clusion except that REA terms, 
through necessity or choice, are very 
lenient. 

Even under these terms, the interest 
and principal payments past-due on 
June 30, 1940, amounted to $79,- 
837.01, on 26 loans ; three months later 
they had increased by 75 per cent, to 
$139,369.08, on 36 loans. 


OR some light on our prospects as 

lenders, then, we must look at the 
security itself : the REA projects as go- 
ing business enterprises. They are run 
somewhat differently from private 
businesses. They do not set aside 
money to cover depreciation on their 
equipment—though equipment does 
depreciate. Insurance as protection 
against disaster also is surprisingly 
low. 

Let us see how much money the 
cooperatives have left from their op- 
erations to pay on their debt. 

For the third quarter of 1940, 558 
cooperatives outside of the TVA area 
had total revenues of $5,658,388 and 
total operating expenses of $3,406,372, 


leaving $2,252,016.2 Extended on a 
yearly basis for 484,000 customers, 
the statement for each customer ap- 
pears in Table III. 

These codperatives owe the govern- 
ment—the taxpayers — $199,941,214. 
Allowing 8.25 per cent for installation 
loans and loans on line still under con- 
struction, the total investment apply- 
ing to lines in service is $183,500,000, 
or $357 for each customer. 

The $18.62 “balance for interest and 
principal” constitutes 5.21 per cent of 
this average cost. If depreciation is 
taken at the rate set by the Tennessee 
Valley Authority for its distribution 
lines, 3.91 per cent, there is left only 
1.3 per cent, which is just half the cost 
of money to the U. S. government in 
1940. We shall have to forget the 
principal. 


te the REA systems are young. 


Isn’t it possible that, after the 


8 These figures have been assembled from 
“Financial and Operating Statistics of All 
Systems to Which REA Had Made Allotments 
as of September 30, 1940,” released by REA. 
The operating expenses total does not tally 
with similar entries in the REA report, which 
show total expenses for many codperatives at 
figures slightly larger than the sum of the in- 
dividual items. Number of customers used is 
average for the year. 
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TABLE III 
INCOME PER CONSUMER 
Third Quarter of 1940 


558 REA Coéperatives outside of TVA Area 
484,000 Consumers 


Annual revenue per customer 
Expenses : 

Payroll 

Purchased power 

General 

Insurance, taxes, miscellaneous 


Total expenses 


Balance for interest and principal 
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TABLE IV 
REA CoOperaTIVES (EXCLUDING TVA) 


Operating Ratios for Month of September 
Lines in Service One Year 


Customers 
Age-Group per Mile 
Energized in 1937 2.05 
7 lines) 
Energized in 1938 1.96 
(39 lines) 
Energized in 1939 2.04 
(48 lines) 


manner of growing businesses, they 
will gradually pick up more customers 
and that the customers will use more 
energy, so that the revenues will some 
day be sufficient to meet the fixed 
charges, including the debt instal- 
ments ? 

In view of their present financial 
condition, hope for eventual liqui- 
dation of most of the loans must be 
based on this presumed growth. Mr. 
Slattery has furnished the House of 
Representatives Appropriation Com- 
mittee with a table based on operating 
records of 567 borrowers for the 
month of July, 1940. The figures are 
arranged in age groups according to 
the number of months that the systems 
have been in operation. The oldest 
groups are highest in customer density 
and consumption, and this comparison 
is presented as evidence of marked im- 
provement in operating ratios as the 
systems grow older. Unfortunately, 
another interpretation is just as plausi- 
ble: that the first lines built occupied 
the best territory. If this is true, the 
new projects, instead of being merely 
on their way up, are in such “thin” ter- 
ritory that ultimate pay-out prospects 
are poor indeed. Recently Mr. Slattery 
wrote: 

“As the program advances, un- 
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Kw.hr. per 
Customer 


Kw.hr. 
per Mile 
56.8 116.5 


54.2 106.2 
50.7 103.5 


7 


served areas become progressively 
thinner.’’* 

A more comprehensive and reveal- 
ing table can be assembled from the 
operating statistics of the individual 
systems, reported by REA as of Sep- 
tember 30, 1940. This shows the op- 
erating ratios one year after energiza- 
tion for groups of lines energized in 
the summers of 1937, 1938, and 1939. 
While customer density remains fair- 
ly constant around two per mile, the 
customers on the newer lines are using 
less energy and more of them are pay- 
ing minimum bills—although in each 
case the lines have been in operation 
one year. The 1939 group has annual 
revenue of $41.68 per customer and, 
when operating expenses as shown in 
Table III are subtracted, only $13.54 
to apply against depreciation, interest, 
and principal for a year. 


Revenue 
per Kw.hr. Sold 
6.29¢ 


6.53¢ 
6.92¢ 


HESE discouraging indications do 

not apply to every individual REA 
line, of course. Some projects, espe- 
cially in the regions where power is 
used for irrigation, report consumption 
and revenue figures that, if maintained, 
should assure loan liquidation. Defense 
industries and Army training camps are 


4“The Agricultural Situation”—Dept. of 
Agriculture, March, 1941. 
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Recent Survey of REA Consumers 


cA RECENT survey of an unstated number of REA consumers 

showed that most of them buy radios and irons, but less than 

one-third have mechanical refrigerators; only 15 per cent have bought 

water-pumps—although running water in the house is surely one of the 

most widely accepted standards of modern living. Only 8.5 per cent 

have bought bathtubs or showers; 14.6 per cent have bought small 
motors.” 





now providing a temporary “shot in 
the arm” for a few. But many others 
are considerably below the group aver- 
ages, some under 25 kilowatt hours 
a month per customer. Obviously the 
limited-service users cannot be counted 
on to increase their consumption much. 
All this is in spite of the half-million 
dollars a year that REA is spending 
for load-building activities. 

Thus, from the strictly business 
standpoint of the lenders—in this case, 
all of us, including the farmers—the 
REA accomplishments as a whole are 
somewhat short of satisfactory. And a 
farmer using only 50 kilowatt hours 
a month isn’t adding much to his own 
income through electric service. But 
tural electrification, both the private 
utilities and the REA have declared, is 
a social as well as an economic matter. 
If farm living has been improved ap- 
preciably by the REA expansion per- 
haps the nation can afford to charge off 
a few hundred million dollars to prog- 
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ress. The farmers receiving REA serv- 
ice have lights, at least. What else? 

A recent survey of an unstated num- 
ber of REA consumers showed that 
most of them buy radios and irons, but 
less than one-third have mechanical re- 
frigerators; only 15 per cent have 
bought water-pumps — although run- 
ning water in the house is surely one 
of the most widely accepted standards 
of modern living. Only 8.5 per cent 
have bought bathtubs or showers; 14.6 
per cent have bought small motors.® 

Both REA itself and the Electric 
Home and Farm Authority make loans 
for wiring and installation on farm 
premises, but EHFA is the principal 
credit agency for appliance purchases. 
Only 25,000 consumer-members of 
REA and TVA have borrowed from 
EHFA, their loans averaging about 
$155 each; over 600,000 more have 


5 Statement by Administrator Slattery; 
Hearings H.R. Comm. on Approp., Agricul- 
ture Dept. Approp. Bill for 1942, p. 189. 
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not asked for, or could not get, these 
loans. Very few REA consumers have 
bought the $700 worth of wiring and 
appliances they need to make electri- 
fication profitable. 

This saturation percentage of utiliza- 
tion equipment undoubtedly is the clue 
to the low energy consumption. Two 
REA administrators have stated that 
no farm can be considered electrified 
unless it is using 100 kilowatt hours 
a month. REA’s best year group in 
Table IV averages 57 per cent of this 
goal. The average per-farm consump- 
tion for all connected farms in eastern 
United States was 94 kilowatt hours 
a month in 1939; the addition of 
thousands of low-use REA consumers 
brought it down to 89.4 in 1940. 


HE cooperatives have found, as 

did the private companies, that the 
most desirable rate structure is a block 
schedule with a minimum monthly bill. 
Except in the TVA area, minimum 
charges on REA lines run from $1 
(for 10-12 kilowatt hours) to $5 a 
month. The important point to the con- 
sumer, however, is the price he is ac- 
tually paying according to his total bill. 
REA’s best group in Table IV has an 
average price of 6.29 cents a kilowatt 
hour. This is 43 per cent more than 
the average price of 4.41 cents paid 
by all eastern farm electric customers 
in 1939 and 1940. 

The typical REA consumer, then, 
pays more for his electricity than other 
farm electric customers, uses less of it, 
and hasn’t much chance of enjoying its 
full benefits until he is willing and able 
to multiply his present investment in 
utilization equipment several times. He 
has electric service, but it cannot fairly 
be said that his farm is electrified. The 
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prospects of improving these condi- 
tions are not bright in most of the 
areas served by REA cooperatives, and 
they are bleak along many of the lines 
now being planned. The new terri- 
tories are “thin” indeed, both in den- 
sity of farms and economic status of 
the occupants. The limited-service 
plan and the service-entrance conces- 
sion seem designed to make the most 
of this situation in order that REA 
may continue to build lines and connect 
customers of whatever quality. 


LTOGETHER, about 1,300,000 farms 
have been connected to electric 
distribution lines in the past five years. 
The private utility companies, which 
added 60 per cent of them, now show | 
signs of slowing their rate of expan- 
sion, reflecting the generally less prom- 
ising character of the territory still un- | 
served. Last year, for the first time, 
less than half of the new farm electric | 
consumers were connected to privately 
owned lines. REA, on the other hand, 
is increasing its pace. If the present 
rate is maintained, all of the $100,- 
000,000 asked for fiscal 1942 will have 
been allotted by the fall of 1941. 
What may we expect in the next five | 
years—let us say, until the original 
authority for REA lending expires in 
1946? The time is already approach- 
ing when new lines, if they are to be 
built at all, can serve less than two cus- 
tomers to the mile, in many cases only 
one. But there is no reason to believe 
that higher investment per customer 
and lower revenue per mile will stop 
the march of REA. They need not, so 
long as loan terms and the definition 
of “self-liquidating” are matters for 
the judgment of the head of a growing 
government bureau. If lines wear out 
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and loans default, there can be, and 
probably will be, refinancing—in effect, 
subsidy, though it is unlikely to be 
called by that name. The government 
will not foreclose its mortgages. For 
what can you do with an electric distri- 
bution system except distribute elec- 
tricity ? 

The farmers have got the service, 
and the American people will not take 


Perhaps, sometime after 1946, even 
the less-than-$500 buildings which are 
the only dwellings on 2,000,000 farms 
will have electric lights. By one defini- 
tion the farms of America will then be 
completely electrified. But they may 
still be some distance from the full 
utilization of electricity which the 
CREA set up seventeen years ago as 
the goal of the rural electrification 


it away from them. movement. 





A Holiday on Rate Cuts to Save Powere 


66 oy ironically, reports of a power shortage are 

likely to produce unexpected repercussions upon one ob- 
jective of the Federal power program—lower rates. Already, in 
the Southeast, consumers are being importuned to cut down 
on their use of power. But lower rates induce increased con- 
sumption. In 1939, the Secretary of Commerce (then Harry 
Hopkins) said in his annual report, discussing America’s ‘new 
frontiers : ‘If it were feasible to reduce electric rates through- 
out the Nation to the levels now prevailing in the Tennessee 
valley region, the demand for electricity would so expand as 
to require an investment .. . of billions of dollars.’ 


“Perhaps this objective was worthy in 1939. But conditions 
have changed. Obviously, the nation is in no position to make 
such an investment now. Nor, according to the government's 
power experts, is the additional power available. Hence, tt 
would seem that further efforts to reduce rates must be post- 
poned at least during the emergency. The same principle would 
seem to apply to the REA program.” 


—Excerpt from 
PUR Executive Information Service. 
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Wire and Wireless 
Communication 


HAIRMAN James L. Fly of the Fed- 

eral Communications Commission 
on June 2nd defended the commission’s 
order requiring reorganization of the 
radio industry’s internal structure and 
disposal by the National Broadcasting 
Company of one of its two networks. He 
said that the order was intended pri- 
marily to insure freedom of speech on the 
air and would not force the major net- 
works into difficulty overnight, as the 
broadcasters had asserted. 

Testifying at the opening of the Sen- 
ate Interstate Commerce Committee’s 
hearing on the order, Mr. Fly contended 
that at the instigation of the committee 
itself the FCC began its inquiry into the 
problem of monopoly in radio. The hear- 
ing was called by the committee prelimi- 
nary to action on the resolution of Sena- 
tor White, of Maine, which proposes to 
hold the order in abeyance pending a 
study of the possible effects of the FCC 
action. 

Senator Wheeler, of Montana, com- 
mittee chairman, who repeatedly voiced 
criticism of the networks and Senator 
White made it clear that they favored a 
broad investigation of all aspects of 
broadcasting. 

The issue of favors alleged to have 
been granted by the FCC to those not un- 
friendly to the administration was raised 
by Senator Tobey of New Hampshire 
who questioned Mr. Fly regarding radio 
permits issued to James M. Cox, former 
governor of Ohio, and Jesse Jones, Secre- 
tary of Commerce. Mr. Fly denied that 
any of the commissions’s actions had been 
motivated by political considerations. 
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N the outset of the hearing Senator 
White said that he was “surprised 
and shocked” that the FCC should op- 
pose his resolution. He said that the 
commission was a creature of Congress, 
and he resented what he described as the 
theory that it has become as great if not 
greater than its creator. 

Chairman Fly, who was the only wit- 
ness on June 2nd, said that the commis- 
sion was happy to aid the committee in 
every way possible, but that he did not 
think the “process of judgment of an ad- 
ministrative agency should be paralyzed 
and held for naught during extensive 
hearings.” 

Arguing that the commission was not 
to be criticized for acting in a hurry, but 
only because it was “too blamed slow in 
carrying out the orders of Congress,” Mr. 
Fly quoted extensively from a speech 
made by Senator White in 1937 in which 
he urged that the commission should 
stand as “a bulwark against monopoly.” 

“We have carried out in good faith 
every policy which you have indicated in 
your speeches,” Mr. Fly said, turning to 
Senator White. 

“Tt does not follow,” the Senator re- 
joined, “that every regulation you might 
make is, in your authority, or, in my 
view, in the public interest.” 

Mr. Fly, denying the broadcasters’ con- 
tention that the order represented the 
denial of property without due process of 
law, noted that the FCC started its chain 
broadcasting inquiry in April, 1938. He 
said that NBC officials had testified for 
twenty-four hearing days and those of 
the Columbia Broadcasting System for 
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sixteen before the order was adopted. 
The testimony was followed by the filing 
of extensive briefs and further oral argu- 
ments. ““We gave not only due process of 
law, but full measure in excess,” the com- 
missioner went on. “The hearings lasted 
over three years. Only Congress com- 
plained against the time consumed.” 


M* Fly said the NBC and Columbia 
controlled almost all of the coun- 
trys 50,000-watt stations, the most 
powerful permitted. He added that the 
net operating income of $4,958,289 in 
1938 from the 23 stations operated by the 
two chains was half of that earned by 
327 stations affiliated with but not oper- 
ated by the networks. Some 310 inde- 

ndent stations showed a deficit of 
$149,170, he said. 

Senator Wheeler said he could not un- 
derstand why the networks needed many 
clear-channel stations, when the theory 
of chain broadcasting was thorough 
coverage. Mr. Fly said that the networks 
were chiefly interested in reaching the 
cream of the market rather than in serv- 
icing remote rural areas. 

Senator Wheeler remarked that he did 
not feel “the chains should pick the areas 
where they make the most money. The 
thing we are interested in is giving the 
best service to the public.” 

Mr. Fly vigorously defended the FCC 
provision that a network could not have 
exclusive right to the time of an affiliated 
station, whether it used the time or not. 
He said that this would enable a station 
to deal with a competing chain for the 
time not utilized by the network with 
which it was affiliated. He denied that 
the provision would in any way interfere 
with existing programs, or that it would 
prevent a station, if it chose, from devot- 
ing all its time to one network. 

Senator Smith of South Carolina was 
applauded by radio officials in the room 
when he disputed Mr. Fly’s contention 
that a station should be able to deal with 
two networks at the same time. 


* * * 


I‘ order to clear the way for hearings 
on the controversial White resolution 
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to investigate FCC radio regulation 
(which began June 2nd), the Senate In- 
terstate Commerce Committee completed 
for the time being hearings on the pro- 
posed telegraph merger. James L. Fly, 
chairman of the FCC, urged that Con- 
gress authorize a merger of the Western 
Union and Postal Telegraph companies 
to prevent the possibility of the industry’s 
“total disappearance as an independent 
entity.” Chairman Fly testified before 
the Senate committee investigating the 
telegraph industry : 

It is perfectly conceivable that the next 
prolonged or pronounced recession in the 
general business level will drive both com- 
panies to the wall—and I don’t mean just fi- 
nancial bankruptcy. I mean discontinuance 
of service. 

Competition and other factors have driven 
the two major telegraph carriers to the point 
where their very existence is in jeopardy. 
The national defense, the interests of em- 
ployees, and other considerations make it un- 
desirable that we should permit either to be 
forced to the wall. The most promising al- 
ternative is a merger, with suitable legis- 
lative safeguards. 


Chairman Wheeler, Democrat of Mon- 
tana, said in a statement opening the 
committee’s inquiry that “the most that 
the Congress could be expected to do 
would be to pass permissible merger 
legislation, with proper safeguards for 
all concerned, and always providing, of 
course, that merger is found wise and 
necessary.” The committee, he added, 
“so far as I know, has no preconceived 
ideas regarding merger; we must be 
guided by the facts as presented by com- 
petent witnesses.” 

Fly said that Western Union received 


about 66 per cent of all domestic telegraph 


revenues and Postal Telegraph some- 
thing less than 15 per cent, the balance 
going to the Bell telephone system, a 
number of small companies, and the rail- 
roads. 


H™: of the two major telegraph 
companies proposed on May 22nd 
that Congress authorize consolidation of 
all units in the industry to make possible 
better and more economical service. The 
proposal was made to a Senate Interstate 
Commerce Subcommittee by R. B. 
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White, president of Western Union, and 
Edwin F. Chinlund, president of Postal 
Telegraph, Inc. White told the commit- 
Lee? 

I have never understood why the law per- 
mitting mergers or consolidations of tele- 
phone companies and other businesses 
charged with a public interest made an ex- 
ception of the telegraph industry, and I know 
of no reason why this exception should be 
continued. 

I favor a change in the law so that the 
right to consolidate, now granted to tele- 
phone companies, will be accorded to record 
communications companies when such con- 
solidations are found to be in the public in- 
terest. 


Chinlund said that the “telegraph in- 
dustry is in a precarious position to the 
detriment of the public, labor, and inves- 
tors alike,” because of “inability of the 
telegraph industry to compete effectively 
against other forms of communication.” 
He declared that “there is no doubt that 
a very large amount of the existing 
wasteful duplication could be eliminated 
as a result of a merger and that substan- 
tial savings would result.” 

In a second appearance, Chairman Fly 


also urged legislation that would permit 
the merger of American telegraph, radio, 
and cable companies operating services 
to foreign countries and in transoceanic 
traffic. 


OMMISSIONER T. A. M. Craven, ap- 
pearing before the committee on 
May 28th, dissented to some extent from 
the position of his colleagues on the FCC. 
Commissioner Craven, after discussing 
the financial difficulties of the wire car- 
riers, and warning against overoptimistic 
expectations based on recent temporary 
improvements of telegraph earnings, 
stated : 


The principal solution of this problem 
which has been offered to date is a change in 
the law so as to permit mergers or consoli- 
dations among the various carriers. While I 
agree with the plan of permissive mergers 
of domestic land-line carriers, I disagree with 
the majority of the commission in its analysis 
of the situation. 

Broadly speaking, my disagreement is 
based upon the opinion that while consoli- 
dations among telegraph carriers may allevi- 
ate temporarily an unsatisfactory situation, 
this course alone is insufficient to accomplish 
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any objective which is of permanent benefit 
to the public. 

May I suggest that during normal condi- 
tions the unsound economic situation in the 
telegraph industry is caused not only by de- 
structive competition among the land-line 
telegraph carriers themselves but more basi- 
cally by a supply of costly communication 
service far in excess of the demand therefor 
by the buying public. And, unfortunately, the 
supply of communication facilities which 
might be sufficient for normal circumstances 
is inadequate for national emergencies, such 
as exist today. National defense, particular- 
ly in modern warfare, requires a communi- 
cation system having a capacity and flexi- 
bility far in excess of that required for the 
normal peace-time activities of the nation. 

Competition among land-line telegraph 
carriers, radiotelegraph carriers, and tele- 
phone carriers which are also engaged in tele- 
graph business, is only one factor in the 
situation. A more important factor is the 
fast-growing use of the very satisfactory air 
mail which offers to the public a service 
capable of handling large volumes of com- 
munication traffic with fair rapidity and at 
very low cost. The present telegraph carrier 
facilities are not capable of handling such 
huge volumes of traffic at such low costs. 


it was generally believed that the Sen- 
ate committee would recommend 
some form of permissive legislation to 
authorize a merger of at least the domes- 
tic telegraph carriers, Postal Telegraph 
and Western Union, with perhaps tele- 
type service of the AT&T and commer- 
cial radio service of the RCA thrown in. 
But the opposition of labor groups re- 
mains the most difficult question. 

Approximately three-quarters of the 
revenue dollar of the telegraph com- 
panies goes. for wages. It would follow 
from this that the principal advantage 
that could be derived from a consolida- 
tion of the two national wire services 
would be some economies obtained 
through the elimination of duplicate or 
surplus employment. Right now employ- 
ment opportunities created by the na- 
tional defense activity, augmented by the 
enlistment and drafting of many young 
men of messenger boy age into the armed 
forces of the United States, offers a 
chance for the solution of the surplus 
telegraph employee problem that may not 
ever come again. 

However, labor sentiment still seems 
to be in favor of including some sort of 
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“safeguard” even in permissive legisla- 
tion by Congress that would make any 
telegraph merger depend upon assur- 
ances for the continued job security of 
telegraph workers. Such a restriction, if 
written into the “permissive” statute, 
would hardly brighten the chances for an 
eventual satisfactory merger plan which 
would win the approval of the FCC. 
Improved telegraph earnings also 
created, perhaps temporarily, a situation 
more favorable to a merger between the 
two wire companies. Western Union in 
1941 enjoys its best earnings outlook 
since 1936 when the company earned 
$6.89 a share. With increasing telephone 
competition as a result of FCC pressure 
for long-distance rate reduction, the tele- 
graph companies still have trouble ahead. 
Postal Telegraph is still reported to be 
losing money, although not so much dur- 
ing recent months. Postal has been able 
to curtail a considerable amount of its 
operating losses through smart merchan- 
dising methods and daring innovations. 


* * *K x 


HE American Telephone and Tele- 

graph Company has agreed with the 
Federal Communications Commission to 
make long-distance rate reductions esti- 
mated to save $14,000,000 a year to tele- 
phone users. In announcing the agree- 
ment, FCC Chairman Fly said: 

I believe this is another example of the 
constructive results which can be accom- 
plished when government and industry sit 
around the conference table in an atmosphere 
of mutual respect and good faith. 

Of the total reductions, $12,500,000 
will apply to long-lines rates; another 
$1,475,000 will apply to interstate rates 
of the 21 associated Bell companies. Re- 
ductions represent about 14 per cent to 
users of the long-distance service. As a 
result of these reductions, the commis- 
sion’s hearings into long-distance rates 
of that company will not be held. 


* * *K x 


HE Federal Communications Com- 
mission recently ordered the South- 
western Bell Telephone Company to file 
with the commission, before June 30, 
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1941, interstate interzone message rates 
and interstate district exchange rates now 
charged by the company for interstate 
service in the Kansas City district ex- 
change area, which service was formerly 
covered by tariffs filed with the commis- 
sion. At the same time the commission 
adopted its report (No. P-12) covering 
its investigation, upon its own motion, of 
enlargement by the Southwestern Bell 
Telephone Company of the Kansas City 
exchange area, and particularly the fail- 
ure of that company to file applicable 
rates. This report was the subject of a 
commission press release of July 27, 
1940. 


Prior to July 1, 1938, the telephone 
company filed certain tariffs cancelling 
interstate message toll rates applicable to 
calls between suburban communities 
contiguous to Kansas City, Missouri, and 
Kansas City, Kansas. On June 29, 1938, 
the commission directed inquiry. Subse- 
quently, the company was advised that, in 
the opinion of the commission, the inter- 
state message toll rates which were can- 
celled should be restored to tariffs on file 
with the commission. The company re- 
quested hearing—held October 9, 1939. 


“Tt should not be assumed that carriers 
subject to the Communications Act could, 
by merely changing the label on a particu- 
lar class of service, bring such service 
within the exception in § 221 (b), thus 
eliminating the necessity of filing rates,” 
declares the report, which concludes that 
under the provisions of § 203, “the pres- 
ent rates covering interstate telephone 
toll messages between zones in the Kan- 
sas City district exchange area, desig- 
nated as ‘message toll rates’ in tariffs 
formerly on file with this commission, 
and now designated as ‘interzone mes- 
sage service’ by the company in tariffs on 
file with the Kansas and Missouri com- 
missions, should be included in tariffs on 
file with this commission, in accordance 
with the requirements of § 203.” 


Commissioners Case and Craven en- 
tered a dissenting opinion, which will be 
appended to and appear in the commis- 
sion’s formal report. Commissioner 
Payne did not participate. 
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Financial News 


Long Island Lighting 


onG Island Lighting Company, one of 
the smaller electric power and light 
systems, is of interest mainly because of 
the rapid population growth in its terri- 
tory and the probability that this increase 
will continue over the next few years. 
The company is both a holding and oper- 
ating company, its own annual revenues 
amounting to about $13,500,000 and 
those of its subsidiaries to about $9,500,- 
000. The parent company does not, how- 
ever, obtain any income from subsidi- 
aries in the form of dividends and in- 
terest, although it may derive advantages 
from interchange of gas and electricity. 
Revenues of the company and its sub- 
sidiaries (millions of dollars) were ob- 
tained as follows in 1940: 


Electricity Gas Total* 
Long Island Lighting 
$10.5 $2.9 $13.5 


ing — 31 | 
Queens Borcugh Gas 

& Electric 3.1 21 53 
Nassau & Suffolk 

Lachting Co: sc. = 2.4** 2.4 
Long Beach Gas A R 


System total, exclud- 
ing intercompany 


Co. 
Kings County Light- 


$9.2 $22.9 


*Including miscellaneous. 
**Of which $730,000 was sold to Long 
Island Lighting. 


From the above figures it is obvious 
that about $1,500,000 gas sales, plus a 
negligible amount of electricity, repre- 
sent intercompany sales. Taking the sys- 
tem as a whole, about 59 per cent of 
total revenues are derived from elec- 
tricity, 40 per cent from gas, 1 per cent 
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Comment 


By OWEN ELY 


from miscellaneous items. Of the gross 
system revenues, about 13 per cent are 
obtained in the Bay Ridge section of 
Brooklyn, about 22 per cent in the Rock- 
away beach section of Queens, and 65 
per cent in Long Island (outside New 
York city). Electric interconnection be- 
tween the Long Island system and the 
Consolidated Edison units in Queens 
county has been under discussion for 
some time, but apparently has not yet 
been consummated; and rumors that 
Edison might acquire stock control have 
also proved unfounded thus far, though 
such a move would appear logical. 

The Long Island Company does not 
service all of the island outside New} 
York city, Patchogue and a few neigh- 
boring towns receiving electricity from 
an Associated Gas subsidiary. Long Is- 
land Lighting has been unable as yet to 
obtain commission approval for purchase | 
of the property for $1,500,000. 

Long Island Lighting owns 97.74 per § 
cent of the common stock of Kings Coun- 
ty Lighting and all of the common stock 
of Queens Borough Gas & Electric 
which, in turn, owns the entire common 
stocks of Nassau & Suffolk Lighting and | 
Long Beach Gas. System capitalization 
is as follows: 


Refunding 4s, 1960-3 (sold 
privately) 

Debenture 54s 1952 

Secured 6s 1945 

Subsidiary bonds 

Subsidiary preferred stocks ... 

Minority interest 

Parent company 
stocks ($6 and $7) 

Common stock, 3,000,000 shares, 
equity about 


In addition to the above debt, the com- 
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3 Months Ended 
March 31 


1941 
Consolidated report 
Parent company report 


pany at the end of 1940 had bank loans 
amounting to $6,525,000 which are 
gradually being reduced. Including the 
bank loans, total capitalization (and sur- 
plus) is about 56 per cent funded debt, 
33 per cent preferred stocks, and 11 per 
cent common stock equity. 


oF gage the rapid population growth 
in part of its territory, Long Is- 
land Lighting’s system gross since 1933 
has increased at only about the same pace 
as Consolidated Edison. This is owing 
to the lack of growth in Brooklyn where 
revenues gained only about 5 per cent, 
and in Queens where they declined slight- 
ly, in the 7-year period. Its own revenues 
increased some 23 per cent. 

A breakdown of the 1940 income ac- 
count shows the following disposition of 
the revenue dollar: 

Parent System 
Company Report 
41.3% 42.7% 
a 7.3 
10.1 
16.4 
14.0 


3.7 
5.8 


100.0% 


Operating expenses, etc. 
Maintenance 
Depreciation 
Taxes 
Fixed charges 
Subsidiary 
dividends 
Net income 


preferred 





100.0% 


Long Island Lighting (parent com- 
pany) showed a substantial gain in net 


Long Island Lighting $7 Pfd. ............... 
Long Island Lighting $6 Pfd. ............... 
Knge Comite $7 Pid, 2.220. cceeseees ve 
Rings, Goutity So tt sc csasssvescs.c% Ex? 
Queens Borough G. & E. $6 Pfd. ........... 
Nassau & Suffolk L. $7 Pfd. ............... 


—_—_. 


12 Months Ended 
March 31 
1941 


$5.86 
6.79 


1940 
$1.02 
1.28 


1940 
$5.34 
5.46 


income last year, but this was more than 
offset by a setback in subsidiary earn- 
ings, with the result that system net was 
down about 6 per cent. Kings County 
Lighting was responsible for the major 
loss, while Queens Borough and Nas- 
sau also contributed. Presumably the 
major difficulty was with the rising cost 
of manufactured gas. 

The first quarter of 1941, however, 
showed sizeable gains as indicated by the 
per-share figures on the Long Island 
preferred stocks shown above. 

In addition to the above twelve months’ 
earnings, about 63 cents a share was held 
in suspehse (pending commission ap- 
proval of increased gas rates, which was 
recently denied). If the remarkable rate 
of gain in the first quarter (probably due 
in part to aviation production activity on 
Long Island) continues during the re- 
mainder of 1941, it appears likely that 
partial payments on the parent company’s 
preferred stocks might be resumed, al- 
though appropriations for betterments 
and the necessity for clearing up bank 
loans may delay such action. 

Long Island Lighting secured 6s of 
1945 sell around 105 compared with the 
call price of 102, and the debenture 54s 
around 103 (callable 105) ; the remain- 
ing bonds are held by institutions. Kings 
County 5s and 64s also sell above their 
call prices, but the small sizes of the is- 


Earned 1940 

$6.20* $19.25 

6.20* 16.50 
6.96 — 


6.96 _ 
3.24** 18.00 
4.50 37.00 


Arrears 


*Parent company basis, before income appropriation for betterments. 


*Parent company basis. 
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sues may preclude refunding. Queens 
Borough noncallable 5s sell around 112, 
but the debenture 54s around 82. Nassau 
& Suffolk 5s are around 102; Long 
Beach Gas 5s, which earn only a part of 
their interest, sell in the 50’s. The sys- 
tem’s preferred stocks, which are traded 
on the Curb with the exception of Queens 
Borough and Nassau, sell about as shown 
in the table on page 803. Long Island 
Lighting common sells at about one-half 
on the New York Curb. 

At times in the past Long Island Light- 
ing’s management policies have come 
under the scrutiny of the public service 
commission. Presumably these investiga- 
tions have been satisfactorily cleared up, 
but at the present time the intercompany 
sales of gas are being questioned in the 
courts. Queens Borough sells gas to 
Nassau & Suffolk, which in turn sells 
a considerable amount to Long Island 
Lighting. Preferred stockholders of the 
two subsidiary companies, in separate 
suits but before the same judge in New 
York Supreme Court, contend that the 
parent company pays too low a price for 
gas obtained through this interchange. 
(The litigation, while initiated by stock- 
holders, is understood to be on behalf of 
the subsidiary companies.) Two series of 
pretrial examinations have been held and 
it is understood that court procedure is 
now getting under way. The outcome of 
the litigation might eventually affect the 
relative position of the preferred stocks 
of the three companies, now selling 
around the same general level. 


¥ 


Hydro Output Curtailed By 
Drought 


HE accompanying chart from a 
Federal Power Commission bulletin 
(bottom lines) indicates that the pro- 
portion of hydro power is being curtailed 
somewhat by the drought in the eastern 
part of the United States, although total 
water-power output is still slightly above 
last year. 
Increasing use of stand-by plants may 
tend to raise operating costs, particularly 
if power demands continue in the present 
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sharp upturn and the drought effects 
continue. 
¥ 


Competitive Bidding Finally 
Gets Under Way 


_ first important utility financing 
in several weeks was the $80,000,- 
000 Union Electric Company 38s of 
1981 offered May 28th by a Dillon, Read 
syndicate, along with 150,000 shares of 
$4.50 preferred stock. The company will § 
also sell 400,000 shares of common stock 
at $25 per share to North American 
Company during the balance of the 
calendar year, the latter representing 
new money. The bonds went to a pre- 
mium and the selling group books were 
closed promptly. 

Louisville Gas & Electric Company on 
May 19th offered 780,792 shares of $1.25 
preferred at $27.25 through a Lehman 
Brothers’ group, but this was subject to 
the exchange rights of present preferred 
stockholders, so that the banking group 
obtained only 114,804 shares for public 
offering, making the issue a minor piece 
of financing. 

Comparatively little private financing 
has been reported recently. Southwestern 
Public Service on May 28th sold $3,421,- 
000 first 32s of 1966 to the Equitable 
Life Assurance Society. 

The success of the Union Electric of- § 
fering, the rise in municipal bonds to 
peak levels, and the successful Treasury 
financing may pave the way for other 
new issues which have been hanging fire. 
However, there is little doubt that com- 
petitive bidding and the injection of the 
RFC into the picture have slowed down 
the bankers’ program. The Union Elec- 
tric offering was the last to get under the 
wire before the new rule went into effect. 

The New York State Electric financ- 
ing—$35,393,000 first mortgage bonds 
and $12,000,000 preferred stock—pre- 
viously filed under the Holding Company 
Act, was reregistered May 23rd under 
the Securities Act. It is understood that 
this will be the first offering under the 
competitive bidding rule, and interest 
and dividend rates will not be determined 
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AVERAGE DAILY PRODUCTION OF ELECTRIC ENERGY 
BY 
PUBLIC UTILITY PLANTS IN THE UNITED STATES 


FEB. MAR, APR. May JUNE JULY AUG. SEPT. oct. NOV. O€Ec. JAN. 


OWATT — 


MILLIONS OF KIL! 
TOTAL PRODUCTION-ANNUAL DAILY AVERAGE 


OF ELECTRIC ENERGY BY ELECTRIC RAILWAYS, ELECTRIFIED 
OTHER ENERGY 


ANO PLANTS WHICH 
FOR THEIR OWN USE IS NOT INCLUDED IN THIS CHART. 
AVERAGE DAILY PRODUCTION IS G3TANED BY DIVIDING THE TOTAL FOR THE 


® 
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Federal Power Commission 
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until bids are studied. The issue was ex- 
pected to come out of registration June 
9th, with the formal call for bids June 
11th, and June 23rd the probable date of 


award (subject to approval by both the . 


SEC and the New York state commis- 
sion). The final amendment naming the 
price, etc., would then be filed, and the 
public offering is tentatively scheduled 
for the 26th. The whole operation would, 
therefore, require over a month and if 
this establishes a precedent for future 
offerings, it is obvious that the advan- 
tages obtained by the shortening of the 
20-day waiting period have now been lost. 
It is possible, however, that the program 
can be speeded up in the future as bank- 
ers gain familiarity with the new meth- 
ods, It is reported that three major 
groups will compete for the issue, First 
Boston-Glore Forgan, Halsey, Stuart, 
and Smith Barney-Blyth. 


HE huge Columbia Gas financing— 
$92,000,000 debentures and $28,- 
000,000 serial bonds—which the SEC 
denied to Morgan Stanley, still remains 


on the doubtful list. Intimations that 
Jesse Jones’ RFC would take the issue 
(which it was hoped might’ smooth the 
path of controversial issues with the 
SEC) have proven premature. The long 
2-year struggle to effect this logical piece 
of financing may prove futile, but the 
company is working hard to clear up 
minor obstacles involved in antitrust 
litigation, etc. The SEC’s dictum that 
system gas and electric properties must 
be segregated will not prove a serious 
difficulty, in the opinion of the manage- 
ment. If the issue gets a “green light” 
from the SEC, competitive bidding will 
presumably be necessary. 

The $13,000,000 Southern Natural 
Gas bonds (first 34s of 1956), are slated 
for current offering by Halsey, Stuart, 
Coffin & Burr, and others; the issue, 
registered early in May, is of special in- 
terest because of the 100 per cent sink- 
ing fund, similar to the old-line British 
practice. 

Philadelphia Company, important 
Standard Gas subsidiary, filed its long- 
discussed $60,000,000 financing ($48,- 
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000,000 sinking-fund bonds and $12,- 
000,000 serial notes) on May 22nd. The 
sinking fund on the bonds will operate 
only after the last of the notes have been | 
retired, a newly established practice for | 
such hybrid financing. It is reported that 
two groups, one headed by Kuhn, Loeb- 
Smith, Barney and the other by Mellon 
Securities-First Boston, will bid for the 
issue. While First Boston has usually 
been considered the system’s bankers, 
Kuhn, Loeb has been working actively on 
the financing plans for some time. The 
original plans for the issue were to make 
the debentures convertible into Duquesne 
Light common stock, but this feature has 
been dropped. However, both bonds and 
notes will be secured by the stock, as are 
the present bonds. Completion of this 
financing will relieve the company of 
burdensome bond indenture provisions, 
permitting any further balance sheet 
write-offs which may prove necessary 
without jeopardizing dividend payments. 
It therefore constitutes an important step 
in the Standard Gas integration program. 

Commonwealth & Southern’s pro- 
posed $95,866,000 refunding program for 
Alabama Power, which struck a snag a 
few weeks ago, is reported still alive. 
The original idea was to sell the bonds 
to insurance companies; but with the 
competitive bidding rule now in effect, 
private financing is no longer possible 
except as insurance companies may enter 
into open competition with banking 
groups for the offering. If the issue is 
cleared by the Alabama state commis- 
sion and the SEC, it seems probable that 
the company’s former bankers—Morgan 
Stanley, Bonbright, and First Boston— 
will enter a group bid for the issue. 

Total corporate financing in the first 
five months of 1941 has been the largest 
in four years, over a billion dollars worth 
of bonds and about $200,000,000 of 
stocks—in addition to the substantial 
British distributions—having been dis- 
posed of. While utility offerings have 
been few and far between in recent 
weeks, the May total of $143,000,000 was 
above the average level of recent years, 
and the big offerings now pending indi- 
cate still further gains, ° 
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A 
if 


What Others Think 


A Regulatory Record of the 
Bay State 


HE founder of commission regula- 

lation in Massachusetts was Charles 
Francis Adams, son of the sixth Presi- 
dent of the United States, grandson of 
the second President, and father of the 
introspective Henry Adams, whose liter- 
ary autobiography (“The Education of 
Henry Adams’) is still required reading 
for American intellectuals. That was in 
1869 after the same Charles Francis 
Adams had acquitted himself so nobly 
as President Lincoln’s Minister to Queen 
Victoria’s court during the difficult diplo- 
matic period of the Civil War. 

It was originally called the Board of 
Railroad Commissioners, and was suc- 
cessively reorganized as the Board of Gas 
and Electric Commissioners, the Massa- 
chusetts Public Service Commission, and 
the present Massachusetts Department of 
Public Utilities. Adams had founded the 
commission to regulate railroad invest- 
ments after he and his brother had played 
an important part in exposing the Jim 
Fiske-Jay Gould-Commodore Vanderbilt 
scandals in Erie railroad stock during the 
reconstruction era. 

This Massachusetts board has num- 
bered among its members men famed in 
the annals of regulation, including Joseph 
B. Eastman, now of the Interstate Com- 
merce Commission; George Anderson, 
United States district judge who clashed 
with Attorney General Palmer over “red 
baiting” in 1920; Walter Perry Hall, 
later chief justice of the Massachusetts 
Supreme Judicial Court; and the late 
Henry C. Attwill, chairman of the com- 
mission, who before his death became 
virtually the dean of commission regula- 
tion. 


MORE recent but none the less active 
member of the Massachusetts board 
is Abraham C. Webber, who retired 
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from the commission nearly a year ago to 
write the first book ever published on 
utility cases exclusively handed down by 
the Massachusetts Department of Public 
Utilities, Webber’s book, “Principles of 
Public Utility Regulation,” however, is 
by no means merely a history of utility 
regulation in Massachusetts nor a com- 
pendium of cases before the Bay state 
board. 

In its procedural aspects, Commission- 
er Webber’s book is a handy volume for 
any utility lawyer to have around when 
he wants to find out about such rarely 
publicized details of practice as when to 
bring an action in “mandamus” and when 
to seek a writ of “quo warranto” in the 
judicial enforcement of orders of the 
commission, or in resistance to such 
enforcement. 

Nor is the work confined exclusively to 
utility regulation. There is a chapter on 
blue-sky regulation; also a rather per- 
sonalized essay on the history of Massa- 
chusetts regulation and the effectiveness 
thereof. 

Also, there is a hand-picked collec- 
tion of case material illustrating pro- 
cedural and substantive points stressed 
by Commissioner Webber. The assem- 
bling of such typical material is in itself 
a convenience of considerable advantage 
to the practitioner and the student. 

The accent on Massachusetts is a for- 
tunate one in any work devoted to an 
analysis of commission regulation. The 
Bay state, together with Wisconsin and 
New York, has pioneered in full-strength 
commission regulation of utilities. It has 
adopted and stood by principles which 
have been variously described as con- 
servative and progressive. In any event, 
regulation has succeeded in Massachu- 
setts, which gives Commissioner Web- 
ber’s book additional authority. 


808 





WHAT OTHERS THINK 


Others may speculate on the eventual 
failure of commission regulation or give 
their ideas of what commission regula- 
tion should do and how it should work. 
Commissioner Webber tells us what it 
has done and how it actually works. 


NCIDENTALLY, the year 1929, which 

Commissioner Webber selected as his 
starting point for case reporting, marked 
the celebrated decision of the Massachu- 
setts commission in the Boston Edison 
Company Case, which was supposed by 
many economists of that day to be the 
starting point for the great depression 
of the thirties. The Boston Edison Com- 
pany had asked for permission to split 
up its stock 4 to 1 because such was then 
the common financial practice. Perhaps 
by coincidence, the refusal of the commis- 
sion resulted in a jolt to the stock ex- 
change which came just about the time 
when the nation’s entire financial struc- 
ture was in quivering suspense—waiting 
for the wholesale earthquake which came 
on “black Friday,” October 24, 1929. 
Commissioner Webber believes, and so 
do many others, that it was the Boston 
Edison decision which set off the great 
crash, 

True to the Massachusetts tradition, 
Commissioner Webber is critical of the 
reproduction cost theory of rate valua- 
tion and loyal to the celebrated concur- 


ring opinion in the Southwestern Bell 
Telephone Case written by his fellow 
Bay stater, Mr. Justice Brandeis. 

But the author believes firmly in com- 
mission regulation and in its future. In 
a chapter regarding the effectiveness of 
regulation in Massachusetts, he states: 


Under the direction of well-informed and 
experienced administrators, public utility 
regulation will inevitably go forward, ever 
vigilant against the tendencies of present 
or potential abuses of monoply in any direc- 
tion, establishing confidence in its integrity 
and usefulness both to the public and to the 
investor. One of the important functions 
of any business enterprise, if it is to live 
and to grow, is that it must be in the posi- 
tion to attract new capital on favorable 
terms. Regulation should strive not narrow- 
ly to view the sociological effect of its 
authority. It should not unreasonably im- 
pede the free and natural development of 
honest human effort. Regulation, intelli- 
gently directed, should promote harmony 
between the company and the public, and 
eliminate unnecessary antagonism that is so 
easily engendered. It should be borne in 
mind, by those in charge of the administra- 
tion of the laws, that the course which may 
be popular at the moment may be neither 
just nor for the best interest of the public in 
the long run, but the companies also must 
do their share to protect one of their prin- 
cipal assets—the good will of ba public. 

WW 


PrINcIPLES OF Pusiic Utitity REGULATION. 
By Abraham C. Webber. Public Utilities 
Reports, Inc., Munsey Building, Washing- 
ton, D. C. Price $6.50. 831 pp. 





The National “Emergency” and the Utilities 


HE immediate reaction to the Presi- 
dent’s recent declaration of a na- 
tional emergency for purposes of na- 
tional defense was widespread specula- 
tion as to the effect of new powers con- 
ferred on the chief executive by this ac- 
tion. Discussion appearing in the press 
and elsewhere indicated that President 
Roosevelt had arrogated to himself un- 
precedented authority over various forms 
of the nation’s political economy, includ- 
ing the utility industry. 
But more mature examination of the 
situation would indicate that as far as 
the utilities are concerned their status 
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has not been greatly altered. The week- 
ly Washington letter, PUR Executive 
Information Service, of May 30th, 
summed up the case as follows: 


The impact upon the utilities of the Presi- 
dent’s “unlimited emergency” proclamation 
is more apparent than real. There are war 
emergency clauses in the Federal Power Act, 
the Communications Act, and the Trans- 
portation Act, which give the government 
additional powers over these industries under 
certain war conditions. Upon closer exami- 
nation of the present situation, however, the 
utility picture does not seem to be greatly 
changed. 

First, with respect to power, the FPC al- 
ready had authority under the Federal 
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The Washington (D. C.) Daily News 


SPEAK NOW OR FOREVER HOLD YOUR PEACE! 


Power Act (§ 202) to require certain inter- 
connection and codrdination of public and 
private facilities during any temporary emer- 
gency (war or otherwise) it might find to 
exist. The President also has had authority 
since 1920 (§ 16, Federal Power Act) to take 
over power plants, etc., for direct military 
purposes. Since the FPC has not heretofore 
seen fit to invoke its power as a defense 
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measure, no startling new development is in 
immediate prospect. Voluntary codperation 
by the industry . . . tends to avoid compul- 
sion. The President’s proclamation simply 
furnishes a little more background coloration 
for any action the FPC may eventually take 
under § 202. 

The Communications Act gives the Presi- 
dent complete authority over radio as a re- 
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sult of his emergency proclamation. He may 
suppress broadcasting stations or take them 
over and operate them under § 606 of the 
Communications Act. With respect to tele- 
phone and telegraph carriers, however, the 
Federal government may act only “during a 
war in which the United States is engaged.” 
Even in that event, the government is limited 
to the exercise of priority for official traffic 
in the interest of defense. The Transporta- 
tion Act confers upon the President and the 
ICC emergency powers over the railroads 
similar to those of the FPC under the Power 
Act. There is no emergency provision in the 
Natural Gas Act. 

A highly significant part of the President’s 
radio address was his warning to capital and 
labor alike. Further strikes in defense in- 
dustries are now taboo—and this undoubted- 
ly includes the utilities. But there still is no 
assurance of substantial cuts in nondefense 
spending. 


ECTIONS 202(c) and 202(d) of the 

Federal Power Act, referred to in 
the foregoing quotation, contain the 
emergency powers of the Federal Power 
Commission. The texts of these para- 
graphs are as follows: 


(c) During the continuance of any war in 
which the United States is engaged, or when- 
ever the commission determines that an 
emergency exists by reason of a sudden in- 
crease in the demand for electric energy, or 
a shortage of electric energy or of facilities 
for the generation or transmission of electric 
energy, or of fuel or water for generating 
facilities, or other causes, the commission 
shall have authority, either upon its own mo- 
tion or upon complaint, with or without no- 
tice, hearing, or report, to require by order 
such temporary connections of facilities and 
such generation, delivery, interchange, or 
transmission of electric energy as in its judg- 
ment will best meet the emergency and serve 
the public interest. If the parties affected by 
such order fail to agree upon the terms of 
any arrangement between them in carrying 
out such order, the commission, after hear- 
ing held either before or after such order 
takes effect, may prescribe by supplemental 
order such terms as it finds to be just and 
reasonable, including the compensation or 
reimbursement which should be paid to or 
by any such party. 

(d) During the continuance of any emer- 
gency requiring immediate action, any per- 
son engaged in the transmission or sale of 
electric energy and not otherwise subject to 
the jurisdiction of the commission may make 
such temporary connections with any public 
utility subject to the jurisdiction of the com- 
mission or may construct such temporary 
facilities for the transmission of electric 
energy in interstate commerce as may be 
necessary or appropriate to meet such emer- 


gency, and shall not become subject to the 
jurisdiction of the commission by reason of 
such temporary connection or temporary 
construction: Provided, That such tempo- 
rary connection shall be ‘discontinued or such 
temporary construction removed or other- 
wise disposed of upon the termination of 
such emergency: Provided further, That 
upon approval of the commission permanent 
connections for emergency use only may be 
made hereunder. 


The text of § 16 of the Federal Power 
Act of 1920 presumably applies only to 
licensees of hydroelectric projects oper- 
ating under permits from the FPC. The 
text of this paragraph states: 


That when in the opinion of the President 
of the United States, evidenced by a written 
order addressed to the holder of any license 
hereunder, the safety of the United States 
demands it, the United States shall have the 
right to enter upon and take possession of 
any project, or part thereof, constructed, 
maintained, or operated under said license, 
for the purpose of manufacturing nitrates, 
explosives, or munitions of war, or for any 
other purpose involving the safety of the 
United States, to retain possession, manage- 
ment, and control thereof for such length of 
time as may appear to the President to be 
necessary to accomplish said purposes, and 
then to restore possession and control to 
the party or parties entitled thereto; and in 
the event that the United States shall exer- 
cise such right it shall pay to the party or 
parties entitled thereto just and fair com- 
pensation for the use of said property as may 
be fixed by the commission upon the basis 
of a reasonable profit in time of peace, and 
the cost of restoring said property to as good 
condition as existed at the time of the taking 
over thereof, less the reasonable value of 
any improvements that may be made there- 
to by the United States and which are valu- 
able and serviceable to the licensee. 


MERGENCY clauses of the Communi- 
cations Act of 1934 are contained in 
§ 606, the text of which is as follows: 


(a) During the continuance of a war in 
which the United States is engaged, the 
President is authorized, if he finds it neces- 
sary for the national defense and security, 
to direct that such communications as in his 
judgment may be essential to the national 
defense and security shall have preference 
or priority with any carrier subject to this 
act. He may give these directions at and for 
such times as he may determine, and may 
modify, change, suspend, or annul them and 
for any such purpose he is hereby authorized 
to issue orders directly, or through such 
person or persons as he designates for the 
purpose, or through the commission. Any 
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carrier complying with any such order or 
direction for preference or priority herein 
authorized shall be exempt from any and all 
provisions in existing law imposing civil or 
criminal penalties, obligations, or liabilities 
upon carriers by reason of giving preference 
or priority in compliance with such order or 
direction. 

(b) It shall be unlawful for any person 
during any war in which the United States 
is engaged to knowingly or willfully, by 
physical force or intimidation by threats of 
physical force, obstruct or retard or aid in 
obstructing or retarding interstate or foreign 
communication by radio or wire. The Presi- 
dent is hereby authorized, whenever in his 
judgment the public interest requires, to em- 
ploy the armed forces of the United States 
to prevent any such obstruction or retarda- 
tion of communication: Provided, That 
nothing in this section shall be construed to 
repeal, modify, or affect either § 6 or § 20 of 
an act entitled “An act to supplement exist- 
ing laws against unlawful restraints and 
monopolies, and for other purposes,” ap- 
proved October 15, 1914. 

(c) Upon proclamation by the President 
that there exists war or a threat of war or 
a state of public peril or disaster or other 
national emergency, or in order to preserve 
the neutrality of the United States, the Presi- 
dent may suspend or amend, for such time as 
he may see fit, the rules and regulations ap- 
plicable to any or all stations within the 
jurisdiction of the United States as pre- 
scribed by the commission, and may cause 
the closing of any station for radio communi- 
cation and the removal therefrom of its 
apparatus and equipment, or he may author- 
ize the use or control of any such station 
and/or its apparatus and equipment by any 
department of the government under such 
regulations as he may prescribe, upon just 
compensation to the owners. 

(d) The President shall ascertain the just 
compensation for such use or control and 
certify the amount ascertained to Congress 
for appropriation and payment to the person 
entitled thereto. If the amount so certified 
is unsatisfactory to the person entitled there- 
to, such person shall be paid only 75 per 
centum of the amount and shall be entitled 
to sue the United States to recover such 
further sum as added to such payment of 
75 per centum will make such amount as will 
be just compensation for the use and control. 
Such suit shall be brought in the manner 
provided by paragraph 20 of §24, or by 
§ 145, of the Judicial Code, as amended. 


HE emergency provisions of the In- 

terstate Commerce Act of 1920, 
which give authority over railroad oper- 
ations to the ICC, are contained in § 1, 
paragraph 15. 
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The text of this paragraph reads: 


Whenever the commission is of opinion 
that shortage of equipment, congestion of 
traffic, or other emergency requiring immedi- 
ate action exists in any section of the coun- 
try, the commission shall have, and it is 
given, authority, either upon complaint or 
upon its own initiative without complaint, at 
once, if it so orders, without answer or other 
formal pleading by the interested carrier or 
carriers, and with or without notice, hear- 
ing, or the making or filing of a report, ac- 
cording as the commission may determine: 
(a) To suspend the operation of any or all 
rules, regulations, or practices then estab- 
lished with respect to car service for such 
time as may be determined by the commission; 
(b) to make such just and reasonable direc. 
tions with respect to car service without re- 
gard to the ownership as between carriers of 
locomotives, cais, and other vehicles, during 
such emergency as in its opinion will best 
promote the service in the interest of the 
public and the commerce of the people, upon 
such terms of compensation as between the 
carriers as they may agree upon, or, in the 
event of their disagreement, as the commis- 
sion may after subsequent hearing find to be 
just and reasonable; (c) to require such 
joint or common use of terminals, including 
main-line track or tracks for a reasonable 
distance outside of such terminals, as in its 
opinion will best meet the emergency and 
serve the public interest, and upon such terms 
as between the carriers as they may agree 
upon, or, in the event of their disagreement, 
as the commission may after subsequent 
hearing find to be just and reasonable; and 
(d) to give directions for preference or 
priority in transportation, embargoes, or 
movement of traffic under permits, at such 
time and for such periods as it may deter- 
mine, and to modify, change, suspend, or 
annul them. In time of war or threatened 
war the President may certify to the com- 
mission that it is essential to the national de- 
fense and security that certain traffic shall 
have preference or priority in transportation, 
and the commission shall, under the power 
herein conferred, direct that such preference 
or priority be afforded. (May 29, 1917, c. 
23, 40 Stat 101; Feb. 28, 1920, c. 91, § 402, 41 
Stat 476.) 


Be suggestion is made above that 
voluntary codperation between pub- 
licly and privately owned power agen- 
cies in the pooling of the nation’s power 
reserves may render unnecessary manda- 
tory action by the FPC under its emer- 


gency powers. The recently acute 
drought conditions on the eastern sea- 
board, especially in the Southeast area, 
have already given rise to arrangements 
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along this line. The situation recalls the 
TVA power pool which was outlined by 
Commissioner Basil Manly of the FPC 
at the World Power Conference which 
met in Washington, D. C., in 1936. The 
plan envisaged the codrdination of TVA 
and the privately owned power facilities 
in the Tennessee valley area. Subse- 
quently, there were conferences on the 
subject initiated by President Roosevelt 
himself. But they were terminated as 
the result of disagreement over the TVA 
constitutional litigation, and pressure 
from some public power advocates who 
opposed any alignment with private elec- 
tric utilities. 

Now, however, with the unprecedented 
national defense load complicated by a 
drought which has cut the flow of the 
Tennessee river at times to approximate- 
ly 25 per cent of its normal flow, a simi- 
lar plan on a more extensive scale has 
been adopted. TVA, with commitments 
for aluminum production and for other 
industries vital to the nation’s defense 
effort, was faced with a power shortage 
as a result of the prevailing low water 
conditions. 

So in addition to rushing to comple- 
tion the Cherokee dam on the Holston 
river and a steam-power plant near 
Watts Bar dam, an agreement has been 
made for drawing on steam-power re- 
serves of privately owned utilities. Com- 
panies throughout the Southeast and ex- 
tending westward to Texas and Arkan- 


sas, northward to Illinois, Ohio, and 
Pennsylvania, have joined with the TVA 
to create a great defense power pool. 
As a result of this codperative effort the 
power emergency situation in the South- 
east will probably pass without serious 
interruption of vital power supply. 


|S poe as a further safeguard, ap- 

peals are being made to residents in 
and around the Tennessee valley to join 
in the voluntary campaign of economy 
in the use of electricity. There is no 
present likelihood that such curtailment 
of consumption will be made mandatory. 
This condition in the Southeast has given 
rise to a reéxamination and discussion 
of two points in the national power plan- 
ning policy: (1) Whether undue reliance 
is being placed on hydroelectric supply 
which might be more quickly substituted 
at less expense by the construction of 
steam-generating plants ; (2) whether the 
SEC policy of breaking up holding com- 
pany systems into small localized oper- 
ating units can be entirely harmonized 
with the emergency need for strong, 
broader regional system operations. 

It is significant to note that nearly all 
of the utilities participating in the new 
power pool are units of three major hold- 
ing company systems which are in the 
process of being broken up under the 
Holding Company Act: Commonwealth 
& Southern; Associated Gas & Electric ; 
Electric Bond and Share. 





A Utility Veteran on 


LFRED M. Cooper, best known for his 
work as educational director of the 

Los Angeles Department of Water and 
Power (1934-1938) and some time con- 
tributor to Pusiic Utitities Fort- 
NIGHTLY, has had much experience in 
dealing with the difficult problems of 
handling utility personnel. For more 
than twenty years he has supervised em- 
ployee training in a number of large 
private utility companies, including rail- 
roads and gas, electric, and telephone 
concerns. And his term of office with the 
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Los Angeles bureau rounded out these 
experiences from the public ownership 
side. 

Consequently, when Mr. Cooper 
writes a book on “How to Supervise Peo- 
ple,” he knows whereof he speaks. It 
isn’t a big book—only 150 pages; and it 
is certainly not a technical one. The 
brief chapters are written in plain, popu- 
lar language. But the food for thought 
assays pretty high for all that. 

Mr. Cooper’s nine chapters cover such 
topics as: How to become a supervisor 
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THERE'S ABOUT ONE OF 
THESE AMATEUR. ELECTRI- fone 
CUNS TO EVERY BLOCK, | 
From "They'll Do It 

Every Time" by J. Hatlom 


© King Features Syndicate, 1941. 








and what it means ; how to develop good 
subordinates and group morale ; the tech- 
nique of “hiring, reprimanding, and fir- 
ing’; when and how to delegate au- 
thority ; and the value of “codperation.” 
The author also supplies some provoca- 
tive questions for group discussion. 

Mr. Cooper’s intimate style and chatty 
sequence, enriched by examples and 
anecdotes, make this little book as read- 
able as it is informative. And the chances 
are excellent that the reader, no matter 
who he may be, will find a number of 
things he “didn’t know till now.” 


OR example, did you know that at 

least one utility industry makes a 
practice of hiring employees who are 
shown to be second or third rate, while at 
the same time turning down those who 
show up best on the basis of preliminary 
tests? Here’s one paragraph from 
Cooper’s book: 

A common mistake of supervisors (and, 


incidentally, of many business men in times 
when labor is plentiful) is that of specifying 


JUNE 19, 1941 


excess values in his requisitions for help. 
Many newly appointed supervisors feel that 
if they can get a man who is a graduate 
mechanical engineer to take, say, a machinist 
helper’s job, they, and the company, are just 
that much ahead. All experienced super- 
visors, however, agree that this is not, as a 
rule, true and that the practice is not a de- 
sirable one. It is quite possible that the new 
employee will possess qualifications so far 
in excess of the job he holds, or of any job 
to which he may reasonably be promoted 
within a number of years, that he will be- 
come quickly dissatisfied and either become 
a troublesome subordinate or require im- 
mediate replacement. The telephone com- 
panies appreciate this fact and test all appli- 
cants for positions of switchboard operator. 
Those who fall below a certain mark are not 
hired. But those who make grades above a 
certain higher mark are not hired either. 
Experience has proved that the best oper- 
ators are developed from among those whose 
grades fall within these limits. 


The author thinks that reprimanding 
of employees is a most important phase 
of personnel management. “There will 
rarely be an employee in the working 
force of any supervisor who, at some 
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time or other, does not deserve a repri- 
mand.” But we are told that the super- 
visor who fails to reprimand or who 
reprimands improperly or ineffectively is 
“increasing his costs of operation un- 
necessarily.” The reprimand properly 
given may often save a good employee 
for a company and a good job for the 
employee, instead of the serious money 
loss for both which would result from a 
dismissal. 


EGARDING the technique of repri- 

manding, Mr. Cooper lists seven 

points : 
1) Make sure you have all the facts. 
Don’t go off half-cocked. 

(2) Don’t nag by stretching your repri- 
mand over a period of days or weeks. Nag- 
ging is a confession of the supervisor’s in- 
ability to deliver an effective reprimand and 
to do a good job of it. 

(3) Be explicit. Let the employee know 
exactly in what respect he or she has trans- 

ressed. Leave the employee with the feel- 
ing that the reprimand was deserved and 
nothing more will be said about it if the of- 
fense is not repeated. 

(4) Always reprimand in private. A pub- 
lic reprimand humiliates and demoralizes the 


employee all out of proportion to the degree 
of discipline required. The basic purpose of 
the reprimand is to help the employee, not to 
degrade him. 

(5) Don’t beat about the bush. Come right 
to the point. Be firm but never indulge in 
anger or personal animus. Be prepared to 
meet and defeat attempts at deception. 

(6) Don’t threaten. It is unnecessary. The 
employee knows the supervisor’s powers of 
dismissal. 

(7) Be diplomatic enough to distinguish 
between a sensitive employee and a thick- 
skinned one. Some employees need only a 
word to correct them permanently, but would 
resign or become embittered by unnecessarily 
blunt reprimandings. The thick-skinned 
variety need old-fashioned calling down to 
get them to recognize their faults. The skill- 
ful supervisor must make those distinctions. 


This is just a sample of the homely, 
detailed, but valuable advice handed out 
by Mr. Cooper. But it is enough to show 
why this little volume should become a 
handbook for any ambitious personnel 
supervisor or higher executive in charge 
of personnel relations. 


How To SupervisE Prope. By Alfred M. 
Cooper. McGraw-Hill Book Company, New 
York, N. Y. 1941. 150 pp. $1.75. 





Should Publicly Owned Utility Employees 
Bargain Collectively? 


MONG local matters discussed in a 
report of the executive committee 

of the Civil Service Reform Association 
at its recent meeting in New York city 
was the controversy between the La- 
Guardia administration and the Trans- 
port Workers Union, CIO affiliate, over 
the demand for collective bargaining 
rights for the 32,000 employees of the 
unified transit lines. The report noted 
that the city was about to complete its 
reclassification of 27,000 former em- 
ployees of the IRT and B-MT transit 
systems who became employees of the 
city at the time of unification last June. 
Discussing the status of the transit 
workers brought into civil service 
through unification, the report voices the 
belief that they have lost the right to 
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strike and to engage in collective bargain- 
ing with their employer ; namely, the pub- 
lic. 

The report said : 

Misguided and selfish leaders of employee 
organizations, aided and abetted by poli- 
ticlans who presume to use the cloak of trade 
unionism to foster their political ambition, 
would have the public and the employees be- 
lieve that there is no distinction between pub- 
lic and private employment. There is, of 
course, a real difference. 

The report declared that “some labor 
organizations” are misleading their mem- 
bership into contending for the same 
rights for public employees that they de- 
mand of private employers, such as a 
union shop, exclusive collective bargain- 
ing rights in the civil service, and the 
right to strike. 
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pr ecm problems incident to the nation’s 
defense effort were the principal topic of 
discussion at the ninth annual convention of 
the Edison Electric Institute recently held in 
Buffalo, New York. On the eve of the first 
business session on June 3rd, the institute re- 
vealed that a record expansion program for 
the nation’s power facilities to meet national 
defense demands is under way. By the end of 
1942 nearly $2,000,000,000 of new generating, 
transmission, and distribution capacity will 
be added to the public and private plants of 
the country. 

A special report to the trustees of the insti- 
tute, outlining the expansion program, dis- 
closed that the larger part of the new con- 
struction would be in steam-power plants in 
industrial areas. This will be in addition to 
many hydroelectric installations, principally 
by the Federal government, in the TVA and 
Columbia river areas where huge aluminum 


and other defense plants are being established. 
In the opening address of the first business 
day of the convention, the president of the 


institute, Charles W. Kellogg, discounted 
fears of any widespread “power shortage.” 

He said the present high-record power output 
could be increased 20 per cent if the indus- 
trial machinery of the nation gears itself to 
a 24-hour, 7-day week basis of operation. The 
utilities, he stated, have built up ample gen- 
erating capacity with the result that installa- 
tions exceed by 30 per cent peak-load demands. 

The institute president asserted that the 
only possibility of a “power shortage” might 
develop in limited areas where new high-rec- 
ord industrial production, particularly in 
aluminum, might temporarily overload exist- 
ing capacity, especially where hydro opera- 
tions were complicated by low water condi- 
tions. 

“With our national genius for industrial pro- 
duction,” he declared, “no nation on earth 
should be better able than ours to prepare to 
meet the challenge of aggression with me- 
chanical weapons, and we may be sure that 
our output will be commensurate with our 
industrial power.” 

Tom P. Walker, president of Gulf States 
Utilities Company of Beaumont, Texas, urged 
the recognition of “plus values” in the electric 
industry's sales and service efforts, rather 
than price cutting in order to meet subsidized 
competition. 
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The March of 
Events 


“The utility industry has no chance what- 
ever of winning a price-cutting war with the 
government of the United States in its pres- 
ent state of mind,” Mr. Walker maintained, 
while the “plus value” approach retains all 
the necessary elements of quality, with a 


reasonable price to pay for that quality. It } 


is this approach that has brought success to 
those businesses which today we recognize 
as leaders for all the world. “It is only 
through this approach—the adding of plus 
values to our sales and service—that we may 
find some hope in our situation,” he said. 

Mr. W. P. Witherow, president of Blaw- 
Knox Company of Pittsburgh, predicted that 
in two months the United States would be 
turning out 2,000 military aircraft a month. 

Replying to critics of the administration’s 
defense program, Mr. Witherow said: 

“My close knowledge of and experience 
with the men to whom this job has been en- 
trusted prompts me to give the lie to the 
accusations that American industry cannot 
meet the requirements of the defense program. 
Nowhere and at no time has the United States 
been blessed with better leadership than is 
found in the names of Knudsen, Hillman, Stet- 
tinius, Biggers, Nelson, Batt, Glancey, and 
others. These gentlemen have ‘only one domi- 
nating interest, and that is patriotic devotion 
to their country.” 

Eleven groups were presented, with awards 
for accomplishments in the industrial field 
during the past year. The Charles A. Coffin 
award, the industry’s most prized token for 
outstanding accomplishment in the promotion 
of electric service, went to the Wisconsin Pub- 
lic Service Corporation. The Washington 
Water Power Company of Spokane, Wash- 
ington, for the second year in succession, won 
the silver trophy offered by the modern 
kitchen bureau of the institute for greatest 
contribution to developing domestic water 
heating. The Ashton B. Collins award, given 
for the best annual report to stockholders, 
went to the Kansas Gas & Electric Company 
(Wichita, Kan.). 

Three honorary awards for annual reports 
went to the Union Electric Company of Mis- 
souri, the Wisconsin Gas & Electric Company, 
and the Illinois-Iowa Power Company, with 
honorable mention for the Portland (Or.) 
General Electric, Idaho Power Company, and 
Knoxville (Tenn., municipal) Electric Power 
and Water Board. 

The George A. Hughes award for out- 
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THE MARCH OF EVENTS 


standing contribution in electric range promo- 
tion went to the Carolina Power & Light 
Company (Raleigh, N. C.). The second prize 
in this field went to the Washington Water 
Power Company; third prize to the West 
Penn Power Company. 

The Augustus D. Curtis award for arti- 
ficial illumination in commercial building 
display went to the Philadelphia Electric 
Company, with individual cash prizes going 
to J. E. Pittinger and F. G. Vorlander; sec- 
ond prize, Nebraska Power Company; third 
prize, New Orleans Public Service, Inc.; 
fourth prize, Carolina Electric & Gas Com- 
pany (Columbia, S. C.). Special award in this 
group went to Appalachian Electric Power 
Company (Huntington, W. V.). The Thomas 
W. Martin award for rural electrification was 
presented to the Monongahela West Penn 
Public Service Company (Fairmont, W. V.). 

Five prizes of $100 each, known as the R. B. 
Marshall awards for electric range sales 
promotion, went to A. B. Coleman, Kings- 
port, Tennessee; Charles L. Doane, Topeka, 
Kansas.; Levan N. Lothermel, Hammond, 
Indiana; Arthur W. Zagray, Canton, Ohio; 
Robert J. Burgh, Detroit, Michigan. The 
Kansas City Gas & Electric Company won the 
“Reddy Kilowatt” award for popularizing its 
annual report to stockholders. 

Miss Elizabeth Murray of the Atlantic 
City (N.J.) Electric Company was given the 
first prize in the Laura McCall awards; sec- 
ond prize, Miss Margurette Reinhart of Ida- 
ho Power Company; third prize, Miss Leona 
Berlin, Indianapolis Power & Light Company. 
The Charles L. Matthews valor award for 
extraordinary courage went to J. B. Handley 
of the West Texas Utilities Company (Abi- 
lene, Tex.). The B. C. Forbes prize for pub- 
lic relations went to Joseph R. Jarnagin of 
the Carolina Power & Light Company 
(Raleigh, N. C.). The James H. McGraw 
prize for the best technical paper went to W. 
B. Hess and J. M. Mousson of the Safe Har- 
bor Water Power Corporation; second prize, 
H. B. Lammers and E. B. Woodruff of the 
Cincinnati Gas & Electric Company; third 
prize, Frank F. Fisher of the Detroit Edison 
Company. 

The convention devoted most of the after- 
noon to a discussion of distribution problems 
of the industry such as methods of meeting 
emergencies that may arise because of sudden 
increased, demands for electric service; im- 
provements in distribution facilities; and rec- 
ommendations for greater standardization in 
equipment to achieve lower costs of opera- 
tions. 

Papers on these topics were presented by 
T. G. Hieronymus of the Kansas City Power 


& Light Company, M. W. Smith, vice presi-; 


dent in charge of engineering of the Westing- 
house Electric & Manufacturing Company, E. 
S. Fields of the’ Cincinnati Gas & Electric 
Company, and A. E. Silver of Ebasco Services 
Incorporated. 
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Two new trustees were elected to the insti- 
tute’s board on June 4th: D. C. Barnes, presi- 
dent of Engineers Public Service Company, 
and William McClellan, president of the Un- 
ion Electric Company of Missouri. Retiring 
trustees were reélected. Also reélected were 
the officers of the institute, including C. W. 
Kellogg, president, and vice presidents Paul 
M. Downing, San Francisco, James E. David- 
son, Omaha, W. E. Mitchell, Atlanta, and H. 
S. Bennion, New York (who is also manag- 
ing director), and the institute’s secretary, 
Mae B. Woods. 

Henry J. Morton of the John B. Pierce 
Foundation, New York city, told the institute 
at its third general session that “low-cost 
housing may prove to be the approaching in- 
dustrial activity to cushion the war’s aiter- 
math.” A prefabricated home, developed after 
exhaustive tests by the Pierce Foundation and, 
designed for the low-income family, was de- 
scribed by the speaker as being available at a 
price within the reach of the $25 a week 
worker. The proposed homes included such 
electric utility features as cooking, refrigera- 
tion, and water heating, with special equip- 
ment. A newly designed plastic surface wir- 
ing system would overcome former wiring 
defects. 

R. E. Fisher, vice president of Pacific Gas 
and Electric Company, warned that future 
peace-time markets can be safeguarded only by 
sustained or intensified sales effort, continued 
advertising, and maintaining the best service 
policy commensurate with war conditions. 
This is the only way the economic blows of 
the post-war world can be cushioned, he said. 

“Unless business disciplines itself to a policy 
of long-range market development and sales 
work, we shall again be caught as unprepared 
for peace as we found ourselves for war,” 
Mr. Fisher said. 

C. E. Greenwood, commercial director of 
the institute, gave the same advice. He said 
that all-out selling during the post-war period 
will be the only aid to businesses that are now 
expanding their facilities for all-out produc- 
tion. 

William L. Batt, deputy director of the pro- 
duction division of the Office of Production 
Management, warned the industry that 25 per 
cent of the national income must be spent as 
soon as possible for defense materials if the 
United States is to meet its commitment to 
“help England defeat the German people.” 

Asserting that “all of us have to recognize 
that we are at a point where we are walking to 
the verge of war,” Mr. Batt said that if this 
obligation is to be met, “we are going to have 
to work harder and faster and longer and give 
up more things than we have ever had to 
give up before.” 

Mr. Batt, who is president of SKF Indus- 
tries, Inc., Philadelphia, emphasized that the 
United States must not repeat England’s mis- 
take of thinking that it can conduct a “cheap 
war” and that it can maintain “business as 


JUNE 19, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


usual.” Mr. Batt criticized the failure of people 
to understand the seriousness of the situation, 
saying that “many of us have been naive 
about the size and cost of this undertaking.” 

On the final day of the convention, Chair- 
man Edward C. Eicher of the SEC discussed 
the commission’s attitude on enforcing § 11 of 
the Holding Company Act. Chairman Eicher’s 
address and reactions to it will be reviewed in 
the next issue of the ForTNIGHTLY. 


Renewing TVA Powers 


| Segre nar granting the Tennessee Valley 
Authority the right to lease, sell, and trans- 
fer land and other properties was approved by 
the Senate recently and sent back to the House 
for consideration of changes. 

Senators said that these powers of TVA had 
expired and the legislation, amending the pres- 
ent TVA Act, would restore them. 

The Senate Agriculture Committee com- 
pletely revised language previously passed by 
the House to accomplish these aims. The Sen- 
ate measure specially granted authority for 
leasing recreational facilities to persons on 
lakes created by TVA dams. 

Originally, Senator Norris, Independent of 
Nebraska, sought to attach a rider to this 
measure expanding the TVA to include the 
Cumberland river basin, but he later agreed 
to offer this as a separate bill. 

President Roosevelt last month asked Con- 
gress for an additional $40,000,000 to enable 
the TVA te install new generating facilities to 
meet demands of defense industries. With the 
money, the President explained in a letter to 
Speaker Rayburn, it is proposed to begin con- 
struction of two additional hydroelectric proj- 
ects and two additional storage projects on the 
Hiwassee river and its tributaries; to install 
additional generating units in existing projects; 
and to build additional transmission facilities. 


Norris Proposes Power Chain 


ENATOR Norris on May 30th suggested that 

the government undertake a multi-billion- 
dollar national power development to meet the 
serious shortage of electricity needed for the 
defense program. 

Senator Norris, legislative father of the Ten- 
nessee Valley Authority, told a press confer- 
ence that such a program should provide for 
the establishment of regional power authorities 
throughout the country and should make possi- 
ble a coast-to-coast network of transmission 
lines. The cost would be “several billion dol- 
lars,” he said. 

He added that the proponents of public 
power will argue that the program could not be 
finished in time to aid the national defense. 
“But if we followed that theory there would 
be no use building battleships or other arma- 
ment that takes a long time in construction. If 
we had undertaken such a power program sev- 
eral years ago, we now could be giving Great 
Britain all the planes she needs. Even 500,000 


JUNE 19, 1941 


more kilowatts of power would give a wonder- 
ful impetus to our defense effort. 

“The dams that would be built and the flood- 
control work that would be undertaken would 
justify the project even if it never created a 
single kilowatt of power. It would save mil- 
lions of dollars that now are lost every year by 
erosion and floods.” 


New SEC Member 


RESIDENT Roosevelt on May 29th appointed 

Ganson Purcell as a member of the Securi- 
ties and Exchange Commission to serve out the 
unexpired term of Jerome N. Frank, who re- 
signed recently to become judge of the circuit 
court of appeals at New York. 

It was reported that the President’s appoint- 
ment of Mr. Purcell indicated that present 
commission policies, at least those respecting 
administration of the securities laws, would be 
carried forward without change. 

Mr. Purcell as director of the SEC’s trading 
and exchange division has been responsible in 
large measure for development of the SEC’s 
securities and stock exchange regulatory poli- 
cies. His elevation to the commission was 
viewed as a reward for his work. He is thirty- 
six years old, a Democrat, and a native of San 
Gabriel, California. After graduating in law 
from Harvard in 1930 he became legislative 
counsel to the United States Senate, and as- 
sisted in drafting the Securities Act of 1933 
and the Securities Exchange Act of 1934. 

Judge Robert E. Healy was reappointed for 
a new 5-year term. 

Edward C. Ejicher, chairman of the SEC, 
said he was “especially delighted that the Presi- 
dent had chosen to promote from within our 
staff. Such appointments constitute one of the 
best incentives to true career service in the 
Federal government. Mr. Purcell is one of the 
veterans of our staff, having been with us al- 
most from the moment this commission was 
created.” 


Southeast Power Pool 


ORMATION of a giant power pool bringing 
F together the generating facilities of more 
than a third of the states in an effort to assure 
a continuous power supply for defense indus- 
tries in the Southeast, where an unprecedented 
drought occurring simultaneously with rapidly 
rising defense power needs has created a grave 
emergency, was announced on May 25th by the 
Federal Power Commission. 

This coordination of power supply on a 
larger scale than ever before attempted was 
projected at a conference held in the commis- 
sion’s office last month, according to Leland 
Olds, chairman. It affords assurance, he said, 
that every generating unit which can deliver 
power will contribute its share to the pool. 

With rainfall in the area only 50 per cent of 
normal, the flow of rivers thus far is the 
smallest of any year of record, Mr. Olds re- 
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ported. Without the extraordinary steps now 
under way, he said, the deficiency of electricity 
to carry essential loads threatened to reach a 
total of 1,000,000,000 kilowatt hours before the 
end of the year. 

The power-using defense industries which 
have been expanding in the Southeast include 
those producing aluminum, ferro-alloys, steel, 
and important chemicals. 

The aluminum industry has already ex- 
panded its production facilities to the point 
where it requires more than 330,000 kilowatts 
of continuous capacity. Including its own fa- 
cilities and purchased power, the capacity on 
which it can depend for continuous supply falls 
nearly 190,000 kilowatts short of this total, the 
commission said. 

The Tennessee Valley Authority, with the 
cooperation of several private systems, accord- 
ing to the commission, has been straining every 
resource to make good this deficiency in de- 
pendable power, but the situation has become 
so serious that the codperation of other sys- 
tems in 17 states was necessary to assume the 
needed energy without serious threat of cur- 
tailment of power supply for nondefense loads. 

Construction of a 110-mile transmission line 
from Norris, Tennessee, to Pineville and 
Hazard, Kentucky, linking TVA with power 
resources of private northern utilities, was 
started May 24th, J. A. Krug, chief power engi- 
neer of TVA, recently revealed. Krug also 
announced conferences of TVA officials with 
all divisional managers would begin immedi- 
ately to determine the extent the public would 
be asked to codperate in conservation of power. 

David E. Lilienthal on May 27th said the 
Tennessee Valley Authority was prepared to 
triple its power production to meet growing 
demands of the nation’s defense industries for 
electrical energy, by erecting 10 new dams in 
the Tennessee valley area. 

Asserting that “the timidity, the counsel of 
the scared minds that held TVA back, is now 
putting the brakes on our national defense,” the 
TVA director proposed the construction of the 
new dams at a cost of about $250,000,000. 

Lilienthal said, “We are prepared to create a 
pool of over fifteen billion kilowatt hours of 
electricity each year, the largest single pool of 
available energy ever created in the history of 
mankind, do it on the double-quick, do it on 
time.” 


Senate Urged to Act on Niagara 
Power 


HE Senate was asked by President Roose- 

velt on May 29th to ratify the treaty agree- 
ment with Canada authorizing the diversion of 
water from the Niagara river for defense 
power purposes. The President transmitted 
only a brief request, but included a letter from 
Secretary Hull explaining the terms of the 
agreement by which the United States will be 
permitted to divert 5,000 cubic feet a second on 
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the American side, and Canada 3,000 cubic feet 
a second, with a stipulation that the scenic 
beauty of Niagara Falls not be disturbed. 

Secretary Hull said in his letter: 

“Recent surveys have indicated that there is 
now idle equipment available and set up which 
could use at once an additional diversion for 
power purposes of 5,000 cubic feet per second 
on the United States side. 

“I am informed by the defense authorities 
of this government and by the Federal Power 
Commission that this additional power is ur- 
gently needed in connection with the govern- 
ment’s national defense program. It is like- 
wise understood from conversations with the 
appropriate Canadian officials that 3,000 cubic 
feet per second could be used immediately on 
the Canadian side in connection with the fur- 
therance of the war efforts in Canada. 

“I propose through this exchange of notes 
that for the duration of the emergency and in 
all events subject to reconsideration by both 
governments on October 1, 1942, an additional 
diversion for power purposes of 5,000 cubic 
feet per second be utilized on the United States 
side of the Niagara river above the Falls. In 
making this proposal this government is pre- 
pared to give assurances that no objection will 
be raised to an additional diversion of 3,000 
cubic feet per second on the Canadian side of 
the Niagara river above the Falls.” 


Southwest Power Battle 


AY for electric power that promises to 
be on a scale comparable to the TVA con- 
troversy was recently reported in the making in 
the Southwest. After a brief flare-up in the 
public press, the battle is being fought behind 
the scenes, it was said. The principal antago- 
nists in this affray are J. B. Thomas, president 
of the Texas Electric Service Company in Fort 
Worth, and Representative W. R. Poage of 
Waco, champion of the rural electrification 
program. 

The fight started over electric power soon to 
be generated at Possum Kingdom dam across 
the Brazos river, 65 miles west of Fort Worth, 
and may spread over a half-dozen south- 
western states and involve many more per- 
sonalities. 

Rural electrification proponents envision an 
enormous power grid system spreading 
throughout Texas, Arkansas, Louisiana, Okla- 
homa, Missouri, and Kansas. The Brazos river 
project at Possum Kingdom was the second 
completed, and the huge Denison dam across 
the Red river already is well along toward 
completion. 

Dams are producing power on the Colorado 
river. Other dams and power plants are planned 
for the Arkansas river, Red river, Brazos river, 
and the Colorado river. When all of these are 
completed they will be interconnected, forming 
the largest power grid in the world. Engineers 
predict the Arkansas river projects alone will 
produce more power than the TVA. 
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Arkansas 


Asks New FPC Hearing 


e S. Lyncu, executive vice president of the 
e Arkansas Power & Light Company, re- 
cently said the company had filed application 
for rehearing by the Federal Power Commis- 
sion of its request for an extension of time to 
construct the Blakely mountain dam on the 
Ouachita river. The license was terminated by 
the FPC on May 3rd, when the power company 
sought an extension of its license for the dam 
so it could be completed in December, 1946. 

In its application for rehearing of the order 
revoking the license June Ist, the power com- 
pany contended: 

(1) The utility has in good faith diligently 
fulfilled all license requirements; (2) it is not 
in the public interest to terminate the Blakely 
development because “Almost everyone in the 
area seems to want the applicant company to 
construct the dam”; (3) the power company 
has the only suitable market available for pow- 
er of the type which can be generated at the 
dam ; therefore, the dam can be operated most 
effectively and economically by the Arkansas 
Power & Light Company; (4) the commis- 
sion’s order terminating the license is directly 
contrary to the findings of Congress, which au- 
thorized up to $2,000,000 toward the cost of 
the dam for flood-control purposes. 

Pointing out that Blakely dam is the last of 
three dams which comprise a comprehensive 
project, on which more than $10,000,000 has 
been spent by the power company in completing 
the first two dams (Carpenter and Remmel), 
and more than $1,600,000 has been spent on 
Blakely dam, the application says that “Ap- 
plicant was prevented from completing the 
Blakely development in accordance with terms 
of the license because of failure of the com- 
mission and the Corps of Engineers to approve 
mono and specifications for the dam and power 

ouse.” 


This failure, however, is said to have been 
“wise and in the public interest.” 


Commercial Rates Reduced 


Ao MERCIAL rate reduction of $300,000, ef- 
fective September Ist, was announced by 
the state utilities commission and Arkansas 
Power & Light Company officials following a 
conference on May 27th. The conference, 
which was the final meeting in a series, re- 
placed a scheduled hearing at which the com- 
pany was to “show cause” why rates should 
not have been reduced $350,000 a year. 

The schedules will cover “all except the do- 
mestic, rural, and big power consumers.” The 
amount of reduction shall be based on con- 
sumption records for the year which ended 
May 25th. 

New schedules will contain a tax clause to 
provide that the rates shall be subject to an 
increase or decrease in proportion to the 
amount of new or increased taxes which the 
company “may hereafter have to pay” as a re- 
sult of laws not in effect on June 1, 1941. The 
tax clause will apply to all of the rate schedules 
of the company. 

joint memorandum said the commission 

and company would use “every effort” to estab- 

lish a rate base not later than January 1, 1942, 

and “as of June 30, 1941.” A general investiga- 

tion of AP&L operations, started in 1937, is 

ae made in connection with establishing a 
ase. 

“Tt is agreed,” the parties said, “that when a 
rate base for the company is finally established 
or agreed upon, and if it then appears that the 
company has been earning in excess of a fair 
rate of return, then any amount which the 
company has received by reason of the opera- 
tion of said tax clause in excess of a fair re- 
turn shall be taken into consideration in the 
fixing of rates based upon such rate base.” 


California 


Power Contracts Executed 


ECRETARY of the Interior Harold L. Ickes 

on May 29th executed contracts making the 
city of Los Angeles and the Southern Cali- 
fornia Edison Company agents of the United 
States in operation of Boulder dam. The Sec- 
retary put into effect at the same time new con- 
tracts for the sale of Boulder energy which he 
said would save consumers in the Southwest 
$120,000,000 over a 50-year period. 

By this action, the Secretary effectuated the 
Boulder Canyon Project Adjustment Act, 
adopted last summer, and thus concluded ten 
months of conferences and negotiations with 
city and company representatives. 
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The act authorized an adjustment in the rates 
for which Boulder dam power is sold by the 
Bureau of Reclamation to reflect a reduction 
from 4 to 3 per cent in the interest charge 
levied by the United States on the cost of con- 
structing the dam and power plant; the post- 
ponement until 1987 of repayment of an alloca- 
tion of $25,000,000 for flood control ; repayment 
in full of all other costs in the period of fifty 
years from the time the project began produc- 
ing firm energy on June 1, 1937; payment of 
$300,000 a year to each of the states of Arizona 
and Nevada; and payments of $500,000 a year 
into a fund for further development of the 
Colorado river basin. 

Under the new contracts, energy rates are 
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reduced from 1,63 mills to 1.163 mills a kilo- 
watt hour for firm power and from .5 mill to 
34 mill for secondary energy. 

Power allotments were made in 1930, before 


construction of the dam began. The new ar- 
rangement makes no change in the allotments 
nor in the amounts which allottees are privi- 
leged or required to take. 


Connecticut 


Rate Schedules Revised 


HE Danbury & Bethel Gas & Electric Com- 
oo last month announced that it was fil- 
ing with the state public utilities commission 
rate schedules that would save customers 
$26,000 annually on their electric bills and 
hoost the price of gas to some consumers a total 
of $15,000 a year. 

The electric rate schedule proposed would 
save commercial customers $26,000 a year and 


domestic users $39,000 for the same period, the 
company asserted. 

The gas price increase would be “adjusted 
upward” on some users and “downward” on 
others, the boost affecting only 25 per cent of 
the customers. The firm did not amplify its 
statement regarding what classifications would 
be affected by the increase. 

The company furnishes electricity to four 
communities, including Bethel, Danbury, and 
Brookfield, and gas to Danbury and Bethel. 


Florida 


Water Board Bill 


REATION of an independent water board for 
C the city of Miami was among six Dade 
county measures receiving final legislative ac- 
tion on May 28th by the state senate. 


The senate also approved two bills ratifying 
the city’s general over-all settlement of differ- 
ences with the Florida Power & Light Com- 
pany and acquisition of the Miami Water 
Company. These differences were recently 
compromised by an agreement. 


Indiana 


Check in Lieu of Taxes 


ro of the Citizens Gas & Coke Utility 
recently announced at Indianapolis that 
$90,000 would be paid to the civil city and 
school city this year in lieu of taxes. A check 
for $40,000 was sent to the school board and 
another check for $25,000 to the city controller. 
The balance of $25,000 will be paid to the city 
in November. 

Since it is municipally owned, the gas utility 
isexempt from paying property taxes. A 1937 
law, however, authorizes payment in lieu of 
taxes to the school and civil city of a sum 
not exceeding the amount the utility would be 
required to pay if it were a private corporation. 
With the 1941 payments the utility will have 
paid $280,000 in lieu of taxes since the law 
was passed, 

Utility officials said taxes paid in 1940, in- 


cluding payments in lieu of taxes, amounted to 
$259,171, or 7.1 per cent of the operating rev- 
enues. It included $40,325 in state gross income 
taxes, $90,000 in lieu of taxes, and $128,846 
for taxes on the old Indianapolis Gas Com- 
pany property. 


Consolidation Vote Postponed 


HE special meeting of stockholders of Pub- 

lic Service Company of Indiana, Dresser 
Power Company, Terre Haute Electric Com- 
pany, Central Indiana Power Company, and 
Northern Indiana Power Company to vote on 
the proposed plan for consolidation of these 
five properties of the Midland United Company 
into a single operating utility and for the re- 
classification of the group’s capital structure 
was recently adjourned to June 17th at 
Indianapolis. 


& 
Michigan 


Natural Gas Extension 


T= state public service commission was 
scheduled to start hearings on June 10th 
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on the application of the Consumers Power 
Company, a subsidiary of Commonwealth & 
Southern Corporation, and the Panhandle 
Eastern Pipe Line Company to bring Texas 
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natural gas to Flint and 65 other Michigan 
communities in the territory served by the 
Consumers concern. 

Consumers Power has contracted with Pan- 
handle Eastern for sufficient natural gas to 
meet the needs of nearly all the communities 
that Consumers now supplies with manufac- 
tured gas. Among these communities are Flint, 
Pontiac, Jackson, Kalamazoo, Owosso, Royal 
Oak, Mt. Clemens, Birmingham, Ferndale, and 
Marshall. 

Panhandle is to build pipe lines connecting 
Consumers gas distribution arteries with the 
pipe line which brings Texas gas to Detroit. 

In its petition filed with the commission, 
Consumers Power asked permission to serve 
the 66 communities with natural gas instead 
of manufactured gas. It asked that a uniform 
rate be established for all the communities in- 
volved. “Such rate to be temporary in nature 
and to be subject to revision as the business 
develops.” 

Consumers further requested permission to 
build a pipe line to a point a few miles west 
of Midland where existing pipe lines from 
Michigan natural gas fields intersect. 

The project would require an expenditure by 
Panhandle of about $9,000,000 and about 
$2,000,000 by Consumers. 

For some years Consumers has been supply- 
ing natural gas from Michigan fields to Sagi- 
naw, Bay City, Lansing, Midland, Alma, and 
about 30 other communities, with Grand 
Rapids and Muskegon also drawing natural 
gas from Michigan fields. The supply was 
considered inadequate for further extension. 


The contract provided that in case of any 
substantial increase in Michigan gas available, 
a limit may be put upon delivery of Texas 
gas. 


House Passes Gas Bill 


BF 8 sarc debate, the state house last month 
approved and sent to the senate the 
Higgins bill to limit public utilities in bill. 
ing customers for manufactured or natural gas, 
Representative George N. Higgins, of Fern- 
dale, co-author of the much-amended measure, 
made a surprise move to advance the measure 
from the bottom of the calendar to its top, The 
motion passed without discussion. 

In the vote on its merits, the measure got 
68 yeas and 16 negative votes. Its chief provi- | 
sions are: 

“Base rate” billing and “Detroit gas units” 
or similar methods must be abolished in Wayne 
and Oakland counties. 

Gas utilities in the counties must keep with- 
in a 10 per cent penalty for late payment of 
bills by customers. 

When a city files a rate complaint, the state 
public service commission must file a pre- 
liminary report within sixty days. 

Higgins also sponsored an amendment, which 
was accepted, to put a ceiling of 80 cents per 
thousand cubic feet of gas with a BTU con- 
tent of 530,000. There was some doubt that the 
amendment would be upheld in the courts, if 
the measure should become law, but Higgins 
contended that Oakland customers now pay 
$1.24 a thousand. 


Missouri 


Settlement Reached 


Se were! of the prosecution of Union 
Electric Company of Missouri, fined $175,- 
000 for violating the Corrupt Practices Act, 
was reached on May 26th in St. Charles Circuit 
Court. Judge Edgar B. Woolfolk announced 
that the fine must be paid on or before June 
3rd, and he modified his decree of May 14th 
to the extent of relinquishing jurisdiction over 
the company. 

Attorneys for the company said the fine 
would be paid and that no appeal would be 


taken. Motions for a new trial, made by both 
the company’s counsel and the state, were over- 
ruled. As a result of the court’s action, the 
case would end on payment of the fine, and if 
the company should commit any new infrac- 
tion of the laws, a new complaint on the part of 
the state would be necessary. 

Judge Woolfolk said, in announcing the J 
modification of his ruling, that if he were to 
retain jurisdiction it might be “a shadow over 
the heads” of the new directorate of Union 
Electric, which had succeeded the management 
responsible for the unlawful acts. 


» 
New Jersey 


Gets Utility Post 


B ipepes E. Conlon, first assistant Essex coun- 
ty prosecutor, was recently named to the 
state board of public utility commissioners by 
Governor Charles Edison. Mr. Conlon, a resi- 
dent of South Orange, when confirmed by the 
state senate, will succeed Harry Bacharach of 
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Atlantic City, who is also president of the 
utility board. The commission post pays $12,- 
000 a year and the appointment is for six 
years. Mr. Conlon is a Democrat. 

The position given to Mr. Conlon was sought 
by James J. McMahon, Essex county Demo- 
cratic chairman, and by United States Senator 
William H. Smathers. 
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THE MARCH OF EVENTS 


New York 


New Gas Rates Ordered 


N recommendation of Chairman Milo R. 
O Maltbie, the state public service commis- 
sion has ordered the Queens Borough Gas & 
Electric Company, subsidiary of the Long 
Island Lighting Company, to cancel the in- 
crease it made in gas rates in January, 1939, 
and to establish a new rate structure designed 
to bring about a more equitable distribution of 
charges between Nassau and Queens county 
consumers and among the various classes of 
customers. Schedules were effective June 10th. 

The commission also approved a rate struc- 


ture containing the following schedules: 

1. A reduced year-round service charge for 
residential customers in the fifth ward of 
Queens. 

2. A higher general service rate for sum- 
mer customers in the same territory. 

3. A heating service rate for the same terri- 
tory. 
4. A general service rate for Nassau county, 
with a differential of 5 cents per thousand 
cubic feet of gas over the year-round rates to 
be charged in Queens. 

5. A heating service rate for Nassau with 
the same differential. 


¥ 
North Carolina 


Codperative Buys Diesel Plant 


order to meet an emergency demand for 
power in the power-deficient tidewater re- 
gion of North Carolina, a Rural Electrifica- 
tion Administration codperative was recently 
reported by the REA to be purchasing the 
Diesel power plant of an inactive Nevada silver 
mine and installing it in the needed area. 

The cooperative, Jones-Onslow Electric 
Membership Corporation of Jacksonville, is 


using two mobile generating units to provide 


the needed power pending installation. 


The codperative also has arranged to bor- 
row $1,805,000 from the REA to construct a 
new steam plant capable of providing 10,000 
kilowatts. The transplanted Diesel plant then 
will be used as a standby. 

When completed, the steam-power plant will 
serve a Marine Corps base and flying field in 
the area, as well as furnish 1,000 to 1,500 kilo- 
watts for the rural power lines operated by the 
Jones-Onslow Corporation, and to neighboring 
cooperatives and for additional power for a 
private power company operating in the same 
general region, the REA said. 


Oregon 


the recent defeat of the district in Clatsop 
county. 


Files New Schedule 


TZ Pacific Power & Light Company on 
May 21st announced filing of a new service 
schedule, effective May 22nd, which would 
bring $70,000 annual saving to industrial elec- 
tric users affected. 

Arthur Dempsie, local manager for the con- 
cern, said the new industrial schedule rounded 
out previously announced rate cuts, effective 
May 22nd, which will save some $410,000 an- 
nually to residential, rural, and commercial 
electric users. 


Utility District Defeated 


rei on the people’s utility district in Baker 
county was 2,393 against the proposed 
PUD submitted on May 27th and 808 for the 
district. Baker, Haines, and Sumpter, the in- 
corporated, towns of the area, all voted heavily 
against the district and the rural district vote 
was negative by two votes. 

The defeat came in the face of sharp Bonne- 
ville activity in support of the district, accord- 
ing to The Wall Street Journal, and followed 


Bonneville to Deliver 


HE Bonneville Administration will deliver 

electric power to the Salem Electric Co- 
Sperative Association for distribution in the 
city of Salem at the same price the codperative 
is now paying for energy delivered at the Eola 
substation, provided negotiations between the 
two agencies are successfully concluded, it was 
recently announced. 

The plan provides that the Bonneville Ad- 
ministration will purchase the codperative’s 
existing transmission line from Eola to West 
Salem and assume the cost of extending it 
across the Willamette river to Salem. 

Administrator Paul J. Raver advised the co- 
operative last month that the “purchase of the 
line would constitute an appropriate and de- 
sirable method of serving the codperative in 
the city of Salem.” Raver added that he had 
advised his staff to take steps to initiate nego- 
tiations for purchase of the line and to con- 
struct the river crossing. 
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Pennsylvania 


Tax Bill Report Blocked 


| or te peyton Democrats on May 28th de- 
fied a threat of Allegheny county Demo- 
crats to discharge the house public utilities 
committee from consideration of the Holland 
bill eliminating the exemption enjoyed by util- 
ity real estate from local taxation. 

The bill, sponsored for five consecutive ses- 
sions of the state legislature by Representative 
Elmer J. Holland, Pittsburgh Democrat, would 
enable counties, cities, school districts, poor dis- 
tricts, boroughs, and townships to tax utility 
real estate. 

Earlier in the week, Allegheny county Demo- 
crats announced they would attempt to force 
the bill from committee by house action if it 
was not reported before June Ist. A motion to 
report the bill at a meeting of the public utili- 
ties committee on May 28th was blocked. The 
chairman of the committee and nine other 
members are Philadelphia Democrats. 


Gas Rates Draw Protest 


te Pittsburgh city council on May 26th 
adopted unanimously a resolution charging 
that new rates for domestic consumers, pro- 
posed to be put in effect July 2nd by the Manu- 
facturers Light & Heat Company, would be 
“exorbitant, unjust, and unreasonable.” 

The resolution asserted that the company js 
now selling coke-oven gas mixed with natural 
gas and that the product has a lower basic 
cost. 

The new tariff would affect approximate. 
ly 20,000 consumers, 

The resolution authorized the city law de- 
partment to protest the tariff and also asked 
that it be rejected by the state public utility 
commission. 

The city council similarly protested a 
new schedule put into effect by the Peoples 
Natural Gas Company several months ago, 
Hearings were still pending in that case. 


South Carolina 


Utility Sale Approved 


HE Federal Power Commission last month 
approved the sale of the South Carolina 
Utilities Company, Conway, to the state-owned 
South Carolina Public Service Authority. The 
cost will be $685,000, plus adjusting amounts. 
In addition, the private utility sold its water- 


works properties directly to the town of Myrtle 
Beach for $150,000. 

Under the power transaction, the utility, 
which serves Myrtle Beach, Loris, and Con- 
way, will continue to receive about 80 per cent 
of its energy from the Carolina Power & Light 
Company until the $50,000,000 Santee-Cooper 
public power development is connected. 


Tennessee 


Gas Cut Approved 


HE state public utilities commission on May 
29th approved the Chattanooga Gas Com- 


pany’s application to reduce its rates, and Com- 
missioner Leon Jourolmon said savings of 
$50,000 yearly to the company’s residential cus- 
tomers would result. 


Washington 


Election Expenditures 


yi iE -- Federal Power Commission on May 
29th announced the Washington Water 
Power Company reported expenditures of 
$107,585.59 during the campaign preceding the 
Spokane municipal election of March 11th. 
At the election, voters defeated a proposal 
to permit Spokane to purchase distribution 
facilities of the Washington Water Power 
Company within the city, or construct new 
facilities to utilize Grand Coulee power. 
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The total, the commission said, did not in- 
clude expenditures by the Voters’ League, 
which led the opposition, with the “assistance, 
cooperation, and support” of the company. 
This report of expenditures filed by request of 
the commission contrasted sharply, the agency 
said, with the $43,000 estimated by the company 
in a report prior to the election. Principal items 
listed by the commission among the reported 
expenses were $62,101.57 for salaries and ex- 
penses of 208 employees engaged in house-to- 
house campaigning against the ordinance. 
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The Latest 
Utility Rulings 


Average Prices Used in Determining 


Reproduction Cost 


fie ascertainment of a reproduction 
cost estimate, according to a ruling 
of the New Jersey board in a case where 
increased sewerage rates were disap- 
proved, is not a matter of the exact 
equivalent upon the market of material 
prices and the cost of labor at the date 
of the appraisal. The board said that 
courts had indicated that prices used in 
such an estimate should not be confined 
to any particular date but may represent 
averages maintaining through the rea- 
sonable time required for actual recon- 
struction of the property. 

Deducting the accumulated deprecia- 
tion reserve in order to determine the 
net investment in the property, the com- 
mission observed that funds acquired 
by means of the depreciation reserve are 
usually invested in the property, Other- 
wise they remain as cash or exist as as- 
sets of some other form and in either case 
do not represent a sacrifice by the stock- 
holders. 


In the absence of satisfactory evidence 
of an additional going value, no separate 
allowance was made for that element. 
With respect to a claim based on past 
deficits, the commission said: 

It is historical and current costs which 
are evidences of “fair value” or the rate 
base; hence the definition of going value in 
a manner which excludes market or com- 
mercial value forces reliance upon operat- 
ing deficits or developmental costs such as 
the cost of attaching business or training 
personnel. These expenditures are charged 
as operating expenses and are not acceptable 
evidence of going value in rate cases. 


No separate allowance was made for 
working capital because the company 
billed and collected its charges in ad- 
vance. The board limited the company to 
a 6 per cent return, disapproved a re- 
turn three times bond interest require- 
ments, and provided for amortization 
of rate case expenses over a period of 
ten years. Re Ailantic City Sewerage 
Co. 


& 


Company’s Equity in Property Held Insufficient to 
Justify Bond Issue 


PETITION requesting approval of the 
purchase of a water system and the 
issuance of bonds was denied by the 
Tennessee commission largely because 
the equity was not considered sufficient 
to justify the issuance of the bonds in the 
amount and for the purposes requested. 
The company proposed to buy water- 
works and distribution systems and to 
borrow on first mortgage sinking-fund 
bonds to be secured by a deed of trust on 
its property. 
The interest of the public was said to 


825 


be so vitally connected with the opera- 
tion of a water utility that each utility 
should have at least 25 per cent of equity 
and not to exceed 75 per cent of bonded 
indebtedness on its property. The com- 
mission was further of the opinion that 
utilities should not be allowed to issue 
bonds which obligate the utility’s equity 
on a property in which the amount of the 
utility’s equity is not definitely ascer- 
tainable in order for the utility to pur- 
chase a separate and distinct property in 
a separate and distinct community in 
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which property to be purchased the 
utility will have no equity. This was said 
to be particularly true where the margin 
of equity in the first property owned by 
the utility is very close. 

Moreover, where large expenditures 
are necessary in order to put a utility 
property in condition to render adequate 
service, said the commission, the utility 
should not be allowed to bond its equity 
in this property in an amount which 
might prevent the use of the equity to 
borrow funds sufficient to put the prop- 
erty in condition. 

Commissioner Jourolmon, in a concur- 
ring opinion, referred to the fact that 
the present properties had been acquired 
from real estate developers at a small 
percentage of original cost. He said that 
thus the basic reason for permitting a 


7 


return on the full amount of the original 
expenditure became an academic con- 
sideration. If the commission were to 
permit the issuance of heavy overriding 
bodies of securities, all of which would 
become an obligation of the company to 
be paid out of charges to the consuming 
public, control over rates would be 
vitiated and the tendency would be to 
bring about excessive returns for the 
company. In such a company as the one 
under consideration, he said, bonded in- 
debtedness should not exceed 50 per cent 
of the prudent investment in the prop- 
erty. 

He did not agree that minimal re- 
quirements of 25 per cent equity and 75 
per cent bonded indebtedness should be | 
established. Re Nashville Water Co. 
(Docket No. 2400). 


Commission Cannot Order Refund Based on 
Contract Rights 


) += Oklahoma commission, accord- 
ing to a decision by the state su- 
preme court, is without jurisdiction or 
power to enter or enforce a judgment or 
order adjudicating the claimed contrac- 
tual rights of a consumer of electric cur- 
rent under a written contract with a 
utility to receive a stated reduction of 
rate and refund of money paid for elec- 
tric current. 

This ruling was made in an action 
brought by a city to obtain a refund of 


7 


overpayment for electric current used for 
pumping city water. The court said in 
part: 


It seems clear that a city in operating a 
waterworks system is acting in a proprie- 
tary capacity, and that in general its con- 
tracts for electric current used therein, and 
its contractual rights, are subject to the same 
rules applicable to contracts of other persons | 
or corporations. 


Southwestern Light & Power Co. v. Elk 
City, 111 P(2d) 820. 


Direction of Commission Inquiry Is Not 
Subject to Judicial Control 


N an action brought by a gas and elec- 

tric company against the commission 
to obtain a declaratory judgment deter- 
mining the rights of the parties, a New 
York court refused to interfere with the 
course of an investigation by the com- 
mission. It was said that a corporation 
subject to the power of inquiry vested in 
an administrative body exercising legis- 
lative and quasi judicial functions can- 
not sue the body to obtain detailed ju- 
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dicial rulings upon the direction that the 
inquiry takes within the general jurisdic- 
tion of the administrative body. If er- 
rors are committed, they are to be cor- 
rected upon a review of the result. 

The proceeding before the commission 
involved the valuation of stocks of the 
Kings County Lighting Company held by 
the Long Island Lighting Company, the 
plaintiff in the court action. It was con- 
tended that the commission went beyond 


826 





sed for 
aid in 


ating a 
roprie- 
ts con- 
in, and 
le same 
yersons 


uv. Elk 


at the 
‘isdic- 
[f er- 
2 cor- 


ission 
f the 
ald by 
y, the 
; con- 
yond 


THE LATEST UTILITY RULINGS 


its jurisdiction to examine the records of 
the Kings County Company as well as the 
Long Island Company. Moreover, it was 
illeged the commission had introduced 
evidence to show depreciation of that 
company’s property in accordance with 
the straight-line method, although the 
company used a retirement reserve in ac- 
wrdance with accounting rules promul- 
gated by the commission. The plaintiff 
objected to the expense which it must in- 
cur because of such an investigation. 

The court, in sustaining the authority 
of the commission to inquire into the 
value of property owned by a corpora- 
tion within its jurisdiction, made the fol- 
lowing statement : 

The commission, thus broadly vested with 
the right to examine the affairs of a utility, 


may not be precluded, in the scope of its 
proof at least, by what is shown on the books 


e 


of the utility as value of property, or by 
what is shown in other records, corporate 
or private, as to value. Tangible property 
thus valued upon the utility’s books would 
be a proper subject for an independent in- 
quiry by the commission. The fact such 
property might otherwise be evaluated by 
contract, or by its owner if it were leased 
to the utility, or by public record, or even 
by the commission’s own prior findings, 
would not preclude inquiry and proof of 
facts indicating a different evaluation. 

The commission is not precluded in the 
scope of its inquisition by the mere form of 
a book value of corporate stock. It may re- 
ceive evidence of a different value along any 
line of inquiry it deems germane to the ex- 
ercise of its function. The commission, and 
not the court, is the judge of the direction 
to be pursued, so long as the inquiry re- 
mains within the frame of powers delegated 
by the legislature. 


Long Island Lighting Co. v. Maltbie et 
al. 26 NY Supp(2d) 452. 


Prospective Cost Increases Present Obstacle 
To Rate Reduction 


a by customers of an elec- 
tric company for a reduction in 
rates was dismissed by the Massachusetts 
commission as not in the public interest, 
in view of general conditions. It was ex- 
pected that the company would experi- 
ence increased operating expenses, in- 
duding higher taxes and higher wages. 
The commission said : 

The company’s income is fixed by the es- 


tablished rates while its costs of operation 
are, in spite of prudent management, likely 


to be uncontrollable. Under all the circum- 
stances, we perceive no real advantage to 
the customers in ordering now a reduction 
in rates which, per customer, would be very 
slight but which to the company would be 
relatively so large that it might adversely 
affect the company’s revenue so that higher 
rates might have to be sought as prices rise. 
A relatively small reduction in rates would 
not of itself necessarily tend to increase 
revenue. 


Re Customers of Plymouth County Elec- 
tric Co. (DPU 6369). 


& 


Interest on Intercorporate Loans 


J ‘HE Securities and Exchange Com- 

mission approved the issue and sale 
toa parent company of 5 per cent promis- 
sory notes where the proceeds were to 
be used for necessary construction, but it 
was observed that no attempt had been 
made to obtain the loans from banks and 
there was no clear indication as to what 
interest rate might be obtained by the 
various companies if such borrowings 
were attempted, 
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The case, it was said, illustrated the 
difficulties of attempting to determine ap- 
propriate interest rates on loans by a 
holding company to subsidiaries. The 
commission said regarding the interest 
rate: 


In prior years we have permitted North- 
eastern [the parent corporation] to make in- 
terest-bearing loans to its subsidiaries. The 
subsidiaries, however, have regularly paid 
substantial dividends to the parent company, 
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which in many instances have been in excess 
of the amount to be borrowed back from the 
holding company. In the majority of the 
cases there would have been no need for 
the present loans if these dividends had not 
been paid. This practice has been explained 
by the holding company on the ground that 
it is its policy to take up from the sub- 
sidiaries approximately 80 per cent of their 
net income without regard to the needs of 
the subsidiaries. This practice has left the 
subsidiaries in the position of having to bor- 
row this money back from the parent com- 
pany at interest in order to provide funds for 
necessary additions and betterments. AlI- 
though we have serious doubts as to the 
propriety of the practice followed by North- 
eastern in making these advances. North- 
eastern represents that they are a temporary 


financing expedient and that it contemplates 
funding them into bonds and/or common 
stock when it is feasible to do so. Under 
these circumstances, and since the funds 
have already been paid up to Northeastern 
and the subsidiaries now require cash for 
immediate and necessary construction, we 
will permit the loans to be made. However, 
we will require that if the loans are not lig- 
uidated within one year, the notes to be is- 
sued by the subsidiaries will cease to bear 
any interest, and our order in this matter 
will be so conditioned. Such disposition, 
however, should not be regarded as a prece- 
dent in future cases. 


Re Northeastern Water & Electric Corp. | 
et al. (File No. 70-264, Release No.% 
2723). ; 


7 


Court Refuses to Order Payment of Attorney 
From Impounded Funds 


HE exclusive original jurisdiction of 
the Oklahoma commission over 
funds impounded during rate litigation 
has been sustained by the supreme court 
of that state. An attorney who alleged 
that he had furnished services in obtain- 
ing a reduction in telephone rates sought 
a court order to compel the commission 
to pay him for such services out of ex- 
cess funds impounded. A lower court 
dismissed his claim, and this action was 
upheld by the supreme court. 
Where a proceeding has been started 


before the commission to investigate and § 
adjust rates, said the court, and in the 
course of the proceeding a sum of money 
is impounded to be refunded to the pa- 
trons, the powers conferred upon the 
commission by the Constitution and stat- 
utes of the state in respect to the im- | 
pounding and disbursement of the fund 
are judicial in nature, and the courts do 
not have power or authority to direct the 
commission in the distribution of such a 
fund. Barker v. Bond et al. 111 P(2d) 
507. 


7 


New Hampshire Court Makes Further 
Rulings on Depreciation 


fee supreme court of New Hamp- 
shire denied a motion for rehearing 
after its decision reversing a commis- 
sion rate order largely because of the 
commission’s treatment of a depreciation 
fund [reported in 38 PUR(NS) 72]. 
The court declared that the motion er- 
roneously assumed that a finding of value 
of $560,000 was based on actual and re- 
productive costs with no allowance for 
depreciation and with no consideration of 
other factors affecting value. It was said: 
While such costs, with proper deprecia- 
tion allowances, are important evidence on 
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the issue of value, they are not its sole cri- | 
terion. The nature of the enterprise, the de- 
mand for its product, the development and 
stability of the business, the efficiency of 
management, the steadiness of income, the 
comparison with other forms of invested 
capital, and the state’s regulatory control of 
the utility are among the considerations of 
varying weight in determining value. In 
measurable degree these factors, so far as 
found to produce strength and soundness of 
investment, were found to create an increase 
of value over value tested only by invest- 
ment costs with due adjustment for price 
changes in costs. 


It was said to be a misconstruction of 
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the opinion to say that it did not recog- 
nize depreciation as an element depreci- 
ating value. While it is true that the de- 
preciation reserve is required to maintain 
actual investment, it is also true that, in 
the estimate of a cost of a reproduced 
plant or of the cost of the present plant 
on the basis of present-day prices, a de- 
preciation allowance for present condi- 
tion of the plant must be made to equalize 
the difference between old and new. The 
conclusion of value, the court continued, 


in no wise ignored the bearing of depreci- 
ation both in maintaining condition of 
the plant and in limiting value. It stated: 


The statement in the opinion that the ¢e- 
preciation reserve is an asset of the utility 
was made to combat the commission’s er- 
roneous theory that it belongs to the custom- 
ers. If, by its use in maintenance, it adds to 
actual value, the addition enures to the bene- 
fit of the owners of the utility. 


State v. Hampton Water Works Co. 19 
A(2d) 435. 


e 


State Regulation of Hours of Motor Truck 
Service Superseded 


HE United State Supreme Court, in 
H. P. Welch Co. v. New Hampshire 
(1939) 306 U S 79, 27 PUR(NS) 238, 
held that the state law limiting the hours 
of continuous service of truck drivers 
employed by interstate common or con- 
tract carriers was not superseded and 
made ineffective by enactment of the 
Federal Motor Carrier Act, or by regu- 
lations made under it by the Interstate 
Commerce Commission when such regu- 
lations had not yet become effective. 
Those regulations did become effective 
on March 1, 1939, and in a recent deci- 
sion by the New Hampshire Supreme 
Court it is held that the state regulations 
have been superseded. 
The prior decision of the state court, 
which was upheld by the Supreme Court, 


7 


it was said, proceeded squarely upon the 
assumption that when the regulations of 
the Interstate Commerce Commission 
should become effective they would 
supersede state regulation. The court 
continued : 


We are now asked to hold that the under- 
lying assumption of the previous opinion was 
unsound and that the local regulations are 
still effective although, since March 1, 1939, 
regulations of the Interstate Commerce 
Commission regulating hours of service 
have been in force. Due regard for the rea- 
sonable reliance of parties upon decisions of 
this court to determine the extent of their 
legal obligations, as well as obvious consid- 
erations of judicial consistency, unite to im- 
pose upon the plaintiff a heavy burden of 
persuasion. 


Public Service Commission v. H. P. 
Welch Co. 18 A(2d) 826. 


Motor Carriers Not Protected from 
Competition 


HE intent of the Washington legis- 

lature, according to a ruling of the 
Department of Public Service of that 
state, was to throw the highways open to 
all capable, law-abiding, properly fi- 
nanced operators, when it passed the 
1935 statute and amended it in 1937. The 
law, said the commission, does not re- 
quire an applicant to prove public con- 
venience and necessity, and it gives no 
guaranty to a permit holder that he may 


not have too much competition at any 
time. 

These views were expressed in a deci- 
sion on an application for operating au- 
thority. The permit was granted upon 
findings that the applicant was fit, will- 
ing, and able to perform the services pro- 
posed ; that it would conform to the law 
and the rules and regulations of the 
commission; that the company was fi- 
nancially able and properly and adequate- 
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ly equipped to render the service; that 
neither the applicant nor its officers or 
principal stockholders had been found 
guilty of violating the law; that the 
granting of the permit would not unrea- 
sonably congest the highways or unrea- 
sonably endanger the stability or depend- 
ability of the transportation service 
necessary to the public needs; and that 
the granting of the permit was not at 
variance with or contrary to the declared 
purpose of the law regulating motor 
freight carriers. 

On the question whether a permit 
should be denied because of a general 
complaint filed against the applicant 


charging violations of law and of rules 
and regulations, it was said: 


We have already pointed out that the 
charges contained in the complaint .. . were 
never brought to hearing; no determination 
was made of the truth or falsity of the alle- 
gations. Since these charges were never 
brought to hearing, we must conclude that 
they were found on further investigation to 
be groundless or that proof was lacking. At 
any rate, since they were not proved, neither 
applicant nor any of its principal officers or 
stockholders can be held to be or to have 
been in violation of law. 


Re Northern Pacific Transport Co. 
(Order M. V. No. 34862, Hearing No. 
2137). 


2 


Other Important Rulings 


HE Securities and Exchange Com- 

mission held that compliance with 
the standards of § 13 (a) and (b) of the 
Holding Company Act required (1) 
either that officers holding positions in 
both a subsidiary service company and a 
parent holding company sever their rela- 
tions with one company or the other, or 
that the parent company undertake to pay 
the entire compensation of such officers 
and those of their subordinates whose ac- 
tivities are so closely allied therewith that 
a fair and accurate allocation of their 
time cannot be made; (2) that the serv- 
ice company cease paying the traveling 
expenses of common directors; and (3) 
that steps be taken to revise the directo- 
rate of the service company to conform 
to the standards of § 13 (a). Re Middle 
West Service Co. et al. (File No. 37-6, 
Release No. 2696). 


The California commission held that 
although a large portion of an indebted- 
ness represented moneys borrowed for 
nonutility purposes, commission author- 
ization should be obtained for execution 
of a deed of trust which would subject 
utility properties to the lien thereof as 
well as for the issuance of a note de- 
signed in part to renew indebtedness in- 


curred for the purchase of utility prop- 
erties. Re T. E. Brown (Decision No. 
34016, Application No. 24031). 


The Pennsylvania commission, in re- 
voking a contract carrier permit, over- 
ruled an objection to jurisdiction on the 
ground that the corporation holding the 
permit was owned exclusively by its sole 
customer and therefore was not a con- 
tract carrier. The commission said that 
this conclusion was erroneous as the cor- 
poration was a separate entity distinct 
from the owner of all of its stock. Penn- 
sylvania Public Utility Commission v. 
Bryn Athyn Supply Co. (Application 
Docket No. 39882). 


The Connecticut commission denied a 
petition for modification of the basis for 
determining minimum rates for motor 
trucking to apply to the transportation 
of sand, stone, and gravel necessary for 
construction of a conduit under a con- 
tract with the United States Army En- 
gineers, where no testimony was offered 
to support a conclusion that the proposed 
rates would be adequate or that the es- 
tablished rate was more than just. Re 
B. Perini & Sons, Inc. (Docket No. 
7017). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports, 
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SECURITIES AND EXCHANGE COMMISSION 


Re Dayton Power & Light Company et al. 


[File No. 65-3, Release Nos. 2654, 2693.] 


& Intercorporate relations, § 19.21 — Status as affiliate — Prohibition against un- 


derwriter’s fee — Liability of absence of arm’s-length bargaining. 

1. An underwriter is an affiliate of a registered holding company, under 
a rule prohibiting fees to such an affiliate, where such a relationship exists 
(by reason of relationships with other parties creating an influential posi- 
tion in management) that there is liable to be an absence of arm’s-length 
bargaining within the meaning of the rule and § 2(a) (11) (D) of the 
Holding Company Act, 15 USCA § 79b, even though there is no parent- 
subsidiary status; the kind of relationship at which the rule is aimed is 
something less than a relationship predicated upon control or domination 
and something that may be different from interlocking directors or officers 
or prescribed amounts of stock ownership, p. 130. 


‘ Security issues, § 116.1 — Underwriter’s fees — Payment to affiliate — Validity 


of rule. 
2. Rule U-12F-2, promulgated by the Securities and Exchange Commis- 
sion, prohibiting the payment of an underwriter’s or finder’s fee to an affil- 
iate of a registered holding company is valid under the provisions of the 
Holding Company Act, particularly §§ 6(b), 12(£), 15 USCA §§ 79f, 791, 
and § 2(a) (11) (D), p. 153. 


: Intercorporate relations, § 19.21 — Holding company regulation — Definition of 


affiliate. 
Discussion of the definition of affiliate in § 2(a) (11) (D) of the Holding 
Company Act, p. 149. 


Commissions, § 10 — Functions — Inferences from evidence. 


Discussion of proposition that an administrative agency, because of its spe- 
cial knowledge and experience in a particular field, is peculiarly able to weigh 
evidence on matters within that field and to draw reasonable inferences, 


p. 150. 


Definitions — Liable. 


“Liable,” as the word is used in § 2(a) (11) (D) of the Holding Company 
Act, with a consideration of its dictionary meaning and its meaning as in- 
terpreted in judicial decisions, p. 151. 


Intercorporate relations, § 19.1 — Holding Company Act — Duties of Commission. 


Discussion of evils enumerated by Congress in § 1 of the Holding Company 
Act, 15 USCA § 79a, and of the congressional direction to the Securities 
and Exchange Commission to interpret all of the provisions of the act to 
meet the problems and eliminate the evils enumerated, p. 152. 
Security issues, § 13.2 — Exemption under Holding Company Act — Rule as to 
underwriter’s fee. 
Discussion of the scope and purposes of § 6(b) of the Holding Company 
[9] 129 38 PUR(NS) 
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Act, relating to exemption of securities, and its relation to the validity of a 
rule prohibiting the payment of underwriter’s fees to an affiliate, p. 153. 


Intercorporate relations, § 14.2 — Relations between affiliates — Holding Company 


Act — Validity of rule. 


Discussion of § 12(f) of the Holding Company Act, relating to dealings be- 
tween affiliates, and its relation to the validity of a rule prohibiting the pay- 
ment of underwriter’s fees to an affiliate, p. 158. 


Intercorporate relations, § 19.21 — Federal regulation — Status as affiliate — 


Validity of rule. 


Discussion of § 2(a) (11) (D) of the Holding Company Act, defining affi- 
iate, and its relation to the validity of a rule prohibiting the payment of un- 
derwriter’s fees to an affiliate, p. 160. 


Rules and regulations, — Quotation from statute. 


Statement that it is neither necesssary nor appropriate to copy into a rule e 
all statutory provisions that are or might be applicable to its execution when 


the rule is adopted pursuant to a statutory provision, p. 162. 
[March 27, 1941; April 15, 1941.] 


ROCEEDING to determine whether an underwriter is barred 

from receiving a fee in connection with the issuance and sale 

of securities under paragraph (a) (3) of Rule U-12F-2 adopted 

by the Securities and Exchange Commission and to determine 

whether Rule U-12F-2 is valid; underwriter held to be an 

affiliate barred from receiving fees, and validity of rule sustained. 
A pplication for rehearing denied April 28, 1941. 


APPEARANCES: John W. Houser, 
Sherley Ewing, and Maurice C. Kap- 
lan, of the Public Utilities Division of 
the Commission; George A. Brown- 
ell of Davis, Polk, Wardwell, Gardi- 
ner & Reed, for respondent Morgan 
Stanley & Co. Incorporated; Edward 
S. Pinney and Howard C. Petersen 
of Cravath, de Gersdorff, Swaine & 
Wood, and Charles F. Pfarrer, for 
respondent the Dayton Power and 
Light Company. 


By the Commission: 

[1] The questions before us are 
whether Morgan Stanley & Co. Incor- 
porated stood in such relation to the 
Dayton Power and Light Company 
that there was liable to have been an 
absence of arm’s-length bargaining 
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between them with respect to the is- 7 
suance and sale to the public of $25, 
000,000 of first mortgage bonds of 
the Dayton Power and Light Com- 
pany in February, 1940, within the 
meaning of paragraph (a) (3) of 


Rule U-12F-2; and, 

whether Rule U-12F-2 is valid. 
This proceeding was instituted pur- 

suant to Rule U-12F-2 of the Gen- 


eral Rules and Regulations under the § 


Public Utility Holding Company Act 


of 1935, by an order to show cause § 


addressed to the Dayton Power and 
Light Company and Morgan Stanley 
& Co. Incorporated. The Dayton 
Power and Light Company is a pub- 
lic utility subsidiary of Columbia Gas 
and Electric Corporation which is in 
turn a subsidiary of the United Cor- 
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poration. Both Columbia and Unit- 
ed are registered holding companies. 
Morgan Stanley is an investment 
banker. Prior to our issuance of the 
order to show cause Dayton had ap- 
plied to us pursuant to § 6(b), 15 
USCA § 79f, to exempt the issue and 
sale to the public of $25,000,000 of its 
mortgage bonds from the provisions 
of § 6(a) of the act. The applica- 
tion disclosed that Morgan Stanley 
was one of the underwriters to whom 
Dayton proposed to sell the bonds and 
that Morgan Stanley’s participation 
was to be more than 5 per cent.? 

The questions raised in this pro- 
ceeding are most intricate and diffi- 
cult. Our desire to be thoroughly 
familiar with the record facts and to 
probe the ramifications of the problems 
involved has occasioned long delay. 


The Rule 


One of the more serious holding 
company problems arises out of the 
frequent existence of interrelation- 
ships between holding company sys- 
tems and their investment bankers that 
give rise to considerable doubt wheth- 
er, in transactions between them, the 
subsidiary public utility companies in 
the system have had the advantages of 
arm’s-length dealing.* Congress in- 
dicated considerable concern about 
such relationships in various sections 
of the act as well as in reports and 


debates which formed the basis for 
the act. These we will discuss in 
some detail further along in our opin- 
ion. In the administration of the act, 
one serious difficulty which we have 
encountered in our efforts to carry 
out the congressional intent has in- 
volved the timing of issuance of se- 
curities. Either because of a maturity 
date or a call date, or because of 
threats of market disruptions, we were 
under pressure to permit the financing 
to go through in the form and upon 
the terms proposed. 

On the basis of our experience in 
carrying out the provisions of the act, 
we believed that the solution to the 
problem lay in establishing a mechan- 
ism which would sift out in advance 
the cases of special relationships and 
neutralize the effects of such relation- 
ships wherever found. Accordingly, 
on December 28, 1938, the Commis- 
sion adopted Rule U-12F-2 to be- 
come effective March 1, 1939. When 
an investment banker stands in such 
relation to a public utility company 
that there is liable to be an absence 
of arm’s-length bargaining between 
them in an underwriting transaction, 
the rule forbids the payment of an 
underwriter’s or manager’s fee to such 
investment banker if its participation 
exceeds 5 per cent of the total offer- 
ing; provided, that the prohibition of 
the rule is not applicable if diligent 





1Rule U-12F-2, Dayton Power and Light 
Company, Morgan Stanley & Co. Incorporated, 
Columbia Gas and Electric Corporation, and 
the United Corporation are hereinafter some- 
times referred to respectively as the “rule,” 
“Dayton,” “Morgan Stanley,” “Columbia,” and 
“United.” The Public Utility Holding Com- 
pany Act of 1935 will be referred to as the 
“act.” 


2In order to avoid delaying the issue, we 
granted the application on February 7, 1940, 
reserving jurisdiction over the issues raised in 
this proceeding under the rule. Re Dayton 
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Power & Light Co. (1940) 6 SEC 787, 33 PUR 
(NS) 98. 

8 Riley E. Elgen, Value of Competitive Bid- 
ding for Utility Securities (1937) 19 Public 
Utilities Fortnightly, p. 723. For specific 
examples see the Federal Trade Commission’s 
Report in Response to Senate Resolution 83, 
70th Congress (1st Sess.) Senate Document 
92, Part 36, pp. 261-663, Part 72A, pp. 352-367 ; 
Re Kansas Electric Power Co. (1936) 1 SEC 
891, 16 PUR(NS) 337; Re H. M. Byllesby 
Corp. (1940) 6 SEC 639, 32 PUR(NS) 130. 
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effort was made to obtain competitive 
bids for the securities, or if such ef- 
fort is shown to have been impracti- 
cable and certain other conditions are 
satisfied.* In the case before us no 
effort was made to obtain competitive 
bids, nor has there been any showing 
that such effort was impracticable. 

As the validity of the rule cannot 
be determined except in the light of 
its applicability to the facts of this 
case, we shall proceed at once to a 
consideration of such facts. 


The Relationship 


The relationship, if any, between 
Dayton and Morgan Stanley arises 
out of certain intermediate relation- 
ships, namely: (1) the position of 
Dayton as a subsidiary of Columbia 


and the position of Columbia as a 
subsidiary of United; (2) the incen- 
tive attributable to leading partners 
of J. P. Morgan & Co.° to secure un- 


derwriting business for Morgan Stan- | 


ley; and (3) the influential position 
of J. P. Morgan & Co. in the affairs 
of United. In other words, the argu- 
ment of counsel for the Public Util- 


ities Division is that Dayton, through | 


Columbia, is susceptible to domina- 
tion by United; that leading partners 


of J. P. Morgan & Co. have a strong 
motive for securing business for § 
Morgan Stanley; and that J. P. Mor- § 


gan & Co. has occupied such an in- 
fluential position with respect to Unit- 
ed that it has been able to place Mor- 
gan Stanley in a preferred position 


with respect to the underwriting busi- | 





4 Rule U-12F-2 provides: 

“(a) In connection with an issue, sale, or 
acquisition of any security with respect to 
which an application or declaration is required 
by §§ 6, 7, 9, 10, or 12(d), (f), or (g) of 
the act, no underwriter’s or finder’s fee shall 
be paid to— 

“(1) Any company in the same holding com- 
pany system as the applicant or declarant, or 

“(2) Any affiliate of the applicant or de- 
clarant, or of a company of which the appli- 
cant or declarant is a subsidiary, or 

“(3) Any person who the Commission finds 
stands in such relation to the declarant or ap- 
plicant, or to the person by whom the fee is to 
be paid, that there is liable to be or to have 
been an absence of arm’s-length bargaining 
with respect to the transaction. The Commis- 
sion shall not make such finding unless it has 
issued an order to show cause why such find- 
ing should not be made, which order to show 
cause shall be returnable on the date and at 
the place fixed for hearing upon the applica- 
tion or declaration to which it is ancillary, un- 
less the Commission otherwise orders. Pro- 
ceedings on the order to show cause and on 
the application or declaration shall be con- 
solidated, unless the Commission shall other- 
wise order. In appropriate cases, the Com- 
mission upon application may make a finding 
or render an opinion for purposes of this 
paragraph in advance of any issue, sale, or 
acquisition of any security. Except for pur- 
poses of this rule, a finding by the Commis- 
sion under this paragraph shall not constitute 
a finding for purposes of § 2(a) (11) (D) of 
the act. 


“(b) Paragraph (a) of this rule shall not § 
apply in respect of any underwriter’s fee if | 


it appears to the Commission that— 


“(1) Appropriate and diligent effort was | 


made to obtain competitive bids for the securi- 
ties which are the subject of the application or 
declaration, by publication or otherwise, and 


the affiliate’s bid was not less favorable than © 


of any other bidders’; or 

“(2) Such effort was not practicable and (a) 
the fee to be paid does not exceed customary 
fees for similar services where the parties are 


dealing at arm’s-length, (b) the service ren- | 


dered is necessary, and (c) the remuneration 
is reasonable in view of the cost of rendering 


the service, the time spent therein, and other F 


relevant factors. man 

“(d) Any underwriter’s fee within the mean- 
ing of this rule shall include any fee, commis- 
sion, discount, or other remuneration (except a 


finder’s fee) paid in connection with a public 
offering of any securities to an underwriter as § 


defined in the Securities Act of 1933: Provid- 
ed, however, That the term shall not include 
any fee paid to an underwriter whose participa- 
tion does not exceed 5 per cent of the total of- 
fering, if such underwriter does not receive 
any commission or remuneration (whether for 
originating the issue or otherwise) in addi- 
tion to the fee computed at the rate applicable 
to other underwriters who take the same or 
similar participation in the offering.” 

5 Throughout this opinion, references to J. P. 
Morgan & Co. are references to that firm as 
constituted from time to time prior to its in- 
corporation, which occurred after the close of 
the hearings herein. 
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ness Of companies within United’s 
sphere of influence, including Day- 
ton. Through the links of this chain, 
counsel for the Public Utilities Divi- 
sion maintain that Dayton and Mor- 
gan Stanley stood in such relationship 
to each other that there was liable to 
have been an absence of arm’s-length 
bargaining in the underwriting trans- 
action relating to the Dayton bond is- 
sue. 

We take up each of these proposi- 
tions in the order stated. 


(1) Dayton ts a subsidiary of Colum- 
bia, and Columbia is a subsidiary of 
United. 

Under the act, a company is auto- 
matically given the status of a subsidi- 
ary of a holding company if 10 per cent 
or more of its voting securities are 
owned, controlled, or held with power 
to vote, by such holding company. 

Dayton’s voting securities have been 
100 per cent owned by Columbia since 
1925; and since May, 1930, at least 
19.6 per cent of Columbia’s voting 
securities have been owned by United. 
Both Columbia and United are reg- 
istered under the act as holding com- 
panies. The consequences that attach 
to the status of subsidiary companies 
of registered holding companies arise 
out of the statute itself, not out of any 
determination we may make. If such 
consequences are to be avoided, it is 
incumbent upon either the subsidiary 
company or the holding company to 
apply to us for an order declaring such 
subsidiary company not to be a sub- 
sidiary of the specified holding com- 
pany. No such application has ever 
been filed with respect to Dayton ; and 


although at one time Columbia filed 
an application for an order declaring 
it not to be a subsidiary of United, 
that application was withdrawn by 
Columbia before it came to a hearing. 

By reason of the status of Dayton 
and Columbia as subsidiaries of Unit- 
ed, therefore, it follows as a matter of 
course that a person influential in the 
financial affairs of United would also 
stand in a similar relationship to Unit- 
ed’s subsidiaries, and is within the 
scope of the rule. Of course, it is 
not necessary for the purpose of the 
rule to find a parent-subsidiary status 
between Dayton and Columbia and 
United. The rule also embraces more 
subtle relationships which may so link 
corporations and individuals that there 
is liable to be an absence of arm’s- 
length bargaining in transactions be- 
tween them. On the facts, as herein- 
after set forth, we also find that such 
a relationship exists between Dayton 
and Columbia and United. 


(2) The incentive of leading partners 
of J. P. Morgan & Co. to secure 
business for Morgan Stanley. 
Morgan Stanley was formed as an 

investment banking house by partners 

of J. P. Morgan & Co. and its Phila- 
delphia firm, Drexel & Co.” These 
firms, forced by the Banking Act of 

1933 to elect between commercial 

banking and investment banking, 

chose the former. They were there- 
fore compelled to terminate their un- 

derwriting business as of June, 1934. 
At that time the securities markets 

were virtually dormant, and when 

they began to reopen in 1935 the 
members of the Morgan-Drexel firms 





_ §Section 2(a) (8) of the Act, 15 USCA 
§ 79b (a) (8). 
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7 It is stipulated that J. P. Morgan & Co. and 
Drexel & Co. have been the same firm since 
1916. 
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entertained hopes that the Banking 
Act might be amended to permit com- 
mercial banks to underwrite and 
wholesale securities. About July of 
1935, however, it became apparent 
that such an amendment would not be 
enacted, and the members of the Mor- 
gan-Drexel firms concluded that a sep- 
arate organization should be formed 
to engage in investment banking. It 
was agreed among them that certain 
partners and employees should leave 
the firms and become directors, execu- 
tive officers, and employees of the new 
organization. Some of the remaining 
partners of J. P. Morgan & Co. agreed 
to “grub-stake” the new organization 
by purchasing its preferred stock, and 
this they did according to their indi- 
vidual means and inclinations. 

On September 6, 1935, Morgan 
Stanley was incorporated, and its or- 


ganization was completed on Septem- 
ber 16th. The three principal officers 
were Harold Stanley, William Ewing, 
and Henry S. Morgan, formerly part- 


ners of J. P. Morgan & Co. They 
were joined in the new enterprise by 
two members of J. P. Morgan & Co.’s 
Philadelphia firm of Drexel & Co., 
three senior employees of J. P. Mor- 
gan & Co., and a staff of employees 
also from that firm. Harold Stanley 
became president and a director of the 
corporation; William Ewing became 
executive vice president and a director ; 
and Henry S. Morgan became treas- 


urer, secretary, and a director. Four 
of the others became vice presidents 
and directors, and one was made as- 
sistant treasurer and assistant secre- 
tary. All of these persons still occupy 
their original positions, the only 
changes occurring to date being the 
addition in 1936 of the two vice pres- 
idents and directors. These were Al- 
fred Shriver, formerly president and 
a director of Guaranty Company of 
New York, and Sumner B. Emerson, 
formerly a vice president of Fire As- 
sociation of Philadelphia and associat- 
ed companies. 

The capital of Morgan Stanley orig- 
inally consisted of $7,250,000, of 
which $6,600,000 was contributed by 
individual partners of J. P. Morgan 
& Co. The capital was divided into 
50,000 shares of common stock of $5 
par value and 70,000 shares of pre- 
ferred stock of $100 par value.* The 
common stock was given full voting 
rights and was taken at $10 per share 
by the persons who became Morgan 
Stanley’s officers and directors. The 
preferred stock was given no voting 
rights except as specially provided by 
the laws of the state of New York, un- 
der which Morgan Stanley was organ- 
ized, but it carries a preferred dividend 
of 6 per cent if earned, cumulative to 
the extent of 4 percent. The preferred 
stock was purchased at $100 per share, 
chiefly by the principal remaining part- 
ners of J. P. Morgan & Co.® At the 





8 According to the certificate of incorpora- 
tion, the common stock of Morgan Stanley 
cannot be sold, assigned, or bequeathed except, 
in the case of a deceased stockholder, to his 
executors or administrators, without first being 
offered for sale to the corporation; and the 
preferred stock is similarly restricted as to 
transfers except that it may be transferred to 
a person who is already a stockholder of the 
corporation, or to testamentary trustees. Thus, 
from the inception of the enterprise, the stock 
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of Morgan Stanley has been closely held and 
closely restricted as to transferability. 

9The record does not disclose that J. P. 
Morgan & Co. as such ever had any interest 
in the preferred stock of Morgan Stanley, or 
whether any individual partners of J. P. 
Morgan & Co. purchased such preferred stock 
out of the firm’s capital or other funds with- 
drawn by them from the firm. On the record 
before us, we find that over 94 per cent of 
the preferred stock was purchased by nine of 
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inception of Morgan Stanley, pecuni- 
ary interests in its capital and surplus 
were held as follows: 


Owners Amount Per Cent 
Individual partners of 
J.P. Morgan & Co., 
preferred stock $6,600,000 
Officers and directors 
of Morgan Stanley, 
preferred stock 
common _ stock 
and surplus.... 


88% 


400,000 5.333% 
500,000 6.668% 


12% 


Total capitalization 


and surplus $7,500,000 100% 


In August, 1937, the number of 
common shares was increased to 200,- 
000, and the additional shares were 
distributed to the then holders of com- 
mon stock in proportion to their hold- 
ings. At the present time the common 
shares are still held only by the officers 
and directors of Morgan Stanley and 
the three largest stockholders, holding 
20 per cent each, are Harold Stanley, 
William Ewing, and Henry S. Mor- 
gan. 

The interests of the partners of J. 
P. Morgan & Co. in the preferred 
stock of Morgan Stanley have been 
reduced, principally by the death of 
two partners, partly by transfers. On 
August 31, 1939, partners of J. P. 
Morgan & Co. owned 30,700 out of 
the 70,000 shares of outstanding pre- 
ferred stock, while 20,000 of the out- 
standing shares were held by the estate 
of a deceased partner and a total of 3,- 
100 shares were held by two partners 
in trust. In the meantime the equity 
attributable to the common stock had 
increased from the original $500,000 


to nearly $3,000,000 so that on the 
basis of the net worth of Morgan 
Stanley as of August 31, 1939, pecuni- 
ary interests therein were held ap- 
proximately as follows: 


Owners Amount Per Cent 
Living partners of J. 
Morgan & Co., 
individually and in 
trust, 
preferred stock 
Estate of deceased 
partner of J. P. 
Morgan & Co., 
preferred stock 
Others, 
preferred stock 
Officers and directors 
of Morgan Stanley, 
preferred stock 
common stock 
and surplus 


$3,580000 


2,000,000 
170,000 


1,250,000 12.5% 


3,000,000 30.0% 42.5% 





Total capitalization 
and surplus $10,000,000 100.0% 


Aggregate income in dividends on 
the preferred stock held by living part- 
ners of J. P. Morgan & Co. has ranged 
from $396,000 in 1935 down to $143,- 
200 in 1939.%° When the nine part- 
ners of J. P. Morgan & Co. invested 
in the preferred stock, they were as 
hopeful as the officers and directors of 
Morgan Stanley that the enterprise 
would succeed. It was clearly to their 
own pecuniary advantage to secure as 
much underwriting business for Mor- 
gan Stanley as possible. 

In so concluding, we do not impute 
improper conduct to anyone. We 
merely point out that those partners 
of J. P. Morgan & Co. who held Mor- 
gan Stanley’s preferred stock pos- 
sessed a strong incentive for helping 
Morgan Stanley obtain business.” 





the seventeen partners of J. P. Morgan & Co. 
(excluding the partners who resigned to go 
with Morgan Stanley), out of their own funds, 
as their own individual investment. 

10 The regular 6 per cent dividend was paid 
up to August, 1938, and a 4 per cent dividend 
was paid during the year ended August, 1939. 

11 Jt appears, moreover, that a considerable 
amount of financial planning was done for 
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Pe —— by_partners and employees 
of J. P. Morgan & Co., in 1934-1935, in the 
hope that such work would lead to underwrit- 
ing business in the future, although when the 
work was done the firm was not eligible to 
engage in underwriting business. In accord- 
ance with the foregone conclusion prevalent 
among financial men at the time, Morgan 
Stanley proceeded immediately to act as prin- 
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Among the Morgan partners included 
in this group were J. P. Morgan, 
Thomas W. Lamont, Russell C. Lef- 
fingwell, George Whitney, and until 
his death, Charles Steele. With the 
leading members of J. P. Morgan & 
Co. thus interested, it is a matter of 
no great significance that not all of 
the partners of the firm had a pecuni- 
ary interest in Morgan Stanley. 

Our conclusion is that at all times 
since the formation of Morgan Stan- 
ley, the pecuniary interests of the lead- 
ing partners of J. P. Morgan & Co. 
have been such that those partners have 
had a powerful incentive to secure 
what business they could for Morgan 
Stanley. We do not deem it neces- 
sary to find in this case that the part- 
ners of J. P. Morgan & Co. exert an 
influence over the management and 
policies of Morgan Stanley. The fail- 
ure to so find, however, does not weak- 
en the force of our coriclusion that 
there was an identity of pecuniary in- 
terest. It is not to be supposed that 
partners of J. P. Morgan & Co. would 
have to possess influence over Morgan 
Stanley to induce it to accept such 
high-grade underwriting business as 
they were able to procure for it. 


(3) J. P. Morgan & Co. has occu- 
pied such an influential position in 
United that Morgan Stanley has 
been placed in a preferred position 
with respect to the financing of Co- 
lumbia subsidiaries, including Day- 
ton. 

J. P. Morgan & Co.-Drexel & Co., 


together with Bonbright & Company, 
Incorporated, an investment banking 
house then controlled by Landon K. 
Thorne and Alfred L. Loomis, organ- 
ized United in January, 1929. The 
organizers and an affiliated company” 
initially turned over to United cash in 
the amount of $20,000,000 and large 
amounts of voting securities of United 
Gas Improvement Company, Public 
Service Corporation of New Jersey, 
and Mohawk Hudson Power Corpora- 
tion,” causing United to issue to them 
its preferred and common stock and 
option warrants in exchange for such 
cash and securities. The initial board 
of directors of United consisted en- 
tirely of representatives of the Mor- 
gan-Thorne-Loomis groups. Shortly 
thereafter, George Howard was added 
to the board and elected president of 
United. He has retained these posi- 
tions to this date. Having established 
their representatives on United’s board 
of directors the organizers proceeded 
to dispose of their holdings of United 
preferred and common stock to their 
clients. But in spite of the organizers’ 
small holdings of United’s voting se- 
curities,* they continued to retain 
their dominant position on the board 
of directors, partly through control of 
the proxy machinery. No opposition 
was ever encountered from the stock- 
holders, few of whom ever attended 
meetings in person. 

The evidence is conflicting as to 
what purposes the organizers had in 
mind when they formed United. The 





cipal underwriter for companies that had 
previously employed J. P. Morgan & Co.- 
Drexel & Co. in that capacity, and also for 
companies whose financial programs had been 
formulated in the offices of J. P. Morgan & Co. 

12 The American Superpower Corporation, 
controlled by Thorne and Loomis. 

18 Hereinafter sometimes referred to as 


“UGI’, “Public Service” and “Mohawk Hud- 
son,” respectively. ‘ 

Morgan-Drexel contributed $10,000,000 in 
cash, and voting securities of the named utility 
companies which were valued on United’s 
books at about $50,000,000. 

14 At the end of 1939, voting securities of 
United held by the Morgan-Drexel firms and 
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Morgan-Drexel firms had been under- 
writers for the UGI and Public Serv- 
ice systems for many years, had held 
minority interests in their securities, 
and had representatives on their boards 
of directors. There is evidence that 
around 1928 outside financiers in the 
utility business had approached either 
UGI or Public Service with the idea 
of buying into those companies, and 
that there were discussions among the 
Philadelphia partners of Drexel & Co. 
as to the dangers that might come 
from such activities. Early in 1928 
J. P. Morgan & Co. purchased sub- 
stantial additional blocks of UGI and 
Public Service stock, and discussed 
with other stockholders the advisabil- 
ity of working in concert. 

At about the same time General 
Electric Company asked J. P. Morgan 
& Co. to buy a substantial amount of 
securities of Mohawk Hudson. 
Thorne and Loomis had been discus- 
sing with Morgan partners for some 
time the benefits to be gained from 
utility investments, but the Morgan- 
Drexel firms already had a good many 
millions of dollars tied up in their 
portfolio of UGI and Public Service 
stocks. Rather than increase their 
own utility portfolio, therefore, they 
decided to form a holding company to 
take over not only the proffered Mo- 
hawk Hudson securities but also their 
UGI and Public Service holdings to- 
gether with the even larger holdings 
therein of The American Superpower 
Corporation. This enabled the Mor- 
gan-Drexel firms to reduce their port- 


folio of utility investments without 
disrupting the market prices thereof, 
and through the sale of the hold- 
ing company securities, to realize 
a substantial profit on their invest- 
ment” and yet retain and even increase 
their influential position with the con- 
stituent utility systems. 

In preparing a memorandum to be 
used ‘in the sale of United stock, it was 
of interest to J. P. Morgan & Co. to see 
how other holding companies lacking 
in diversification of investments had 
dealt with that problem in their ad- 
vertising. On January 2, 1929, 
Thomas S. Lamont, who had just be- 
come a partner of J. P. Morgan & Co. 
but who had been in its employ for 
some years, wrote a letter to the firm’s 
lawyer reading in part as follows: 

“In this connection the names of 
two other investment trusts occurred 
to me, the purposes of which are in 
a way similar to the one proposed,” 
in that they make little if any pretense 
of diversification, and their purpose is 
obviously to insure continued control 
by the bankers and their 
clients.” 

Realistic as this statement seems, 
there was testimony denying that con- 
tinued control was among the purposes 
of the bankers in organizing United. 
But whatever the purposes, the effect 
was (a) to assure the continuation of 
the position of the Morgan-Drexel 
firms in the leadership of UGI and 
Public Service financing; (b) to ob- 
tain for J. P. Morgan & Co. the lead- 
ership in the financing of Niagara 





their individual partners aggregated less than 
4 of one per cent, and the holdings of officers 
and directors of Morgan Stanley aggregated 
about 7/100 of one per cent. Except for St. 
Regis Paper Company and affiliated interests 
(holding about 7.9 per cent) and the American 
Superpower Corporation (holding about 6.2 
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per cent), the other holdings in United stock 
were small and widely scattered. 

15 The securities were turned over to United 
at a valuation which was below the prevail- 
ing market quotations but substantially in ex- 
cess of the original cost of acquisition. 

16 Concededly this refers to United. 
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Hudson (which was created by the 
consolidation of Mohawk Hudson and 
other upstate New York utilities) ; and 
(c) to assure to Bonbright & Com- 
pany, Incorporated, an important par- 
ticipation in all such financing. Later, 
when the Morgan-Drexel firms went 
out of the investment banking busi- 
ness and Morgan Stanley was formed, 
Morgan Stanley succeeded to the lead- 
ership in the underwriting transactions 
of companies in these systems. 

United did not acquire the bulk of 
its holdings in Columbia common 
stock until May, 1930, when through 
an exchange offer apparently instigat- 
ed by P. G. Gossler, then Columbia’s 
president, it obtained nearly 25 per 
cent of Columbia’s outstanding com- 
mon stock. Before that, however, 
Gossler had expressed a personal in- 
terest in United, buying some of its 
stock and selling to United some of 
his personal holdings in Columbia. 

On May 14, 1930, the United board 
caused a letter to be sent to Columbia 
offering to acquire approximately 25 
per cent of the outstanding shares of 
Columbia’s common stock, and to is- 
sue in exchange for each share so ac- 
quired 4 of a share of United’s pref- 
erence stock and 14 shares of its com- 
mon stock. One of the terms of the 
offer was that upon consummation of 
the exchange, Gossler should be elect- 
ed a director of United. Columbia’s 
board approved the offer and resolved 
to recommend to the Columbia stock- 
holders “that they deposit at least 25 
per cent of their holdings pursuant to 
said proposal.”’ A circular dated May 
16th was sent out to all Columbia 
stockholders by the Columbia manage- 
ment, urging their acceptance on the 
ground that: 


“It is expected that the close asso- 
ciation of the United Corporation with 
Columbia Gas & Electric Corporation 
as a result of this acquisition of stock 
will facilitate the making available of 
the great natural gas resources of the 
Columbia System to the large indus- 
trial and domestic markets along the 
eastern seaboard. 

“Your board of directors believe 
that the proposal made by the United 
Corporation is of advantage to Co- 
lumbia Gas & Electric Corporation and 
its shareholders. . . .” 

Stanley, who was then a member 
of the Columbia board and executive 
committee, a partner of J. P. Morgan 
& Co. and admittedly an influential 
factor in (though not then formally 
a director or officer of) United, ap- 
proved the form and content of this 
letter to stockholders. Gossler was 
one of the officers who signed the 
letter, and was also one of three Co- 
lumbia officers who set themselves up 
as a stockholders’ committee to work 
for the success of the plan. This com- 
mittee employed J. P. Morgan & Co. 
as depositary. Columbia itself agreed 
to and did share all expenses equally 
with United, including a fee of $200,- 
000 to J. P. Morgan & Co. The re- 
sult of the transaction, in respect of 
which Columbia paid expenses to the 
extent of $178,684.06, was the ac- 
quisition by United of over 2,000,000 
shares of the outstanding common 
stock of Columbia. Gossler was duly 
elected to the United board of direc- 
tors. 

From the foregoing and from the 
testimony it appears that Columbia 
was hopeful of expanding its business 
through contacts and leadership which 
it would gain by joining the United 
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group. For whatever purpose the ac- 
quisition by United was made, it did 
not result in an immediate transfer of 
Columbia’s financing to the Morgan- 
Drexel or Bonbright interests. 

Guaranty Company of New York 
had been Columbia’s investment bank- 
er since 1922, and continued as such 
until it was dissolved as a result of 
the Banking Act in June, 1934. 
Meantime, no effort was made by J. 
P. Morgan & Co. to obtain Columbia’s 
underwriting business for itself or to 
participate in that which was headed 
by the Guaranty Company. 

Stanley, who as president of the 
Guaranty Company had handled Co- 
lumbia financing prior to 1928 (at 
which time he became a Morgan part- 
ner), testified that in his experience 
with J. P. Morgan & Co. the firm had 
never approached a company for un- 


derwriting business where such com- 
pany already had a satisfactory bank- 
ing relationship with others ;” and that 
he knew personally that Columbia had 
satisfactory relations with the Guar- 


anty Company. It may well be sup- 
posed, moreover, that J. P. Morgan & 
Co. would not be inclined to compete 
with the Guaranty Company, which 
was a subsidiary of Guaranty Trust 
Company, a large and friendly in- 
stitution on whose board at least two 
Morgan partners sat. 

After the Guaranty Company had 
gone out of the investment banking 
business, however, Stanley told Goss- 
ler in the summer of 1935 that he and 
others of J. P. Morgan & Co. planned 
to go back into the investment bank- 
ing business. Gossler told his asso- 


ciates at Columbia that if that hap- 
pened, he would probably want this 
new organization to take the leader- 
ship in a refunding operation then con- 
templated for Dayton. The refund- 
ing operation in question had been 
first undertaken with other invest- 
ment bankers but had been postponed 
in April because of the impossibility 
of getting a satisfactory commitment 
from the bankers prior to the date for 
publishing the notice calling the out- 
standing bonds for redemption. Ne- 
gotiations with these bankers were 
thereafter continued during the sum- 
mer with the idea of getting out the 
issue in the fall. Meanwhile these 
bankers were informed of Gossler’s 
tentative decision, in which the other 
officers of Columbia and Dayton con- 
curred, and a few days after public 
announcement of the formation of 
Morgan Stanley, it was arranged that 
Morgan Stanley should manage the 
Dayton issue. This was a $20,000,- 
000 issue of Dayton 34 per cent bonds 
due 1960, offered to the public in 
October, 1935. 

Columbia has continued since then 
to have Morgan Stanley lead its sub- 
sidiaries’ bond issues, and its officers, 
according to their own testimony, have 
not thought seriously about employing 
any other underwriter for that pur- 
pose. 

Since the present relationship of 
Morgan Stanley with Dayton and Co- 
lumbia grew out of the Dayton bond 
issue of 1935, it is pertinent to ex- 
amine the circumstances that might 
have led to Columbia’s selection of 
Morgan Stanley as leading underwrit- 





17 There is other testimony in the record 
to the effect that among investment bankers 
generally there is a custom, or a standard of 
conduct, to the effect that no banking house 


139 


is justified in trying directly to break in up- 
on an established relationship between another 
banking house and what are regarded as its 
satisfied clients. 
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er at that time. Counsel for the Pub- 
lic Utilities Division maintain that the 
selection was made because of exist- 
ing affiliations, while Dayton and 
Morgan Stanley contend that it was 
because of the confidence the Colum- 
bia officers placed in Stanley personal- 
ly and in others who went into the new 
organization with him, and because 
Columbia wanted the services of a 
strong firm with adequate capital. 
There is no real inconsistency in these 
two contentions, and each of the rea- 
sons given undoubtedly played its part. 

It was on September 10, 1935, that 
Gossler, in behalf of Columbia, went 
to Stanley and arranged for Morgan 
Stanley to manage the underwriting 
syndicate for the proposed issue. On 


that date Stanley was still a partner 
of J. P. Morgan & Co., for though 
the formation of Morgan Stanley had 
been announced, the corporation had 


not yet been organized for business. 
On that date seven of the eight direc- 
tors of the United board were: Harold 
Stanley, George Whitney, and Edward 
Hopkinson, Jr., all partners of J. P. 
Morgan & Co.; their fellow organizers 
of United, Landon K. Thorne and 
Alfred L. Loomis; George Howard, 
who was chosen by both groups to be 
president of United; and F. L. Car- 
lisle, chairman of Niagara Hudson (a 
subsidiary of United) and of Consoli- 
dated Gas Company of New York (in 
which United held a substantial inter- 
est and which has since changed its 
name to Consolidated Edison Com- 
pany of New York). That had also 
been the situation when, a few months 
earlier, Stanley had informed Gossler 
that he and others of J. P. Morgan 
& Co. were probably going back into 
the underwriting business in the fall. 
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On the other hand it is urged by 
respondents that such matters had 
nothing to do with the selection of 
Morgan Stanley as leading underwrit- 
er for the Dayton bond issue of 1935. 
Three days after that selection had 
been made, Stanley’s resignation from 
the firm of J. P. Morgan & Co. took 
effect, and a few days later he resigned 
as a director of United. He had had 
a close personal and business relation- 
ship of long standing with Gossler 
long before he became a partner of 
J. P. Morgan & Co., as Gossler had 
been a friend and former employee of 
Stanley’s father. In 1922, when Co- 
lumbia’s predecessor company termi- 
nated its banking relations with A. B. 
Leach & Co., Stanley was president 
of Guaranty Company and an officer 
of Guaranty Trust Company, and it 
was testified that it was largely for 
that reason that Gossler established 
banking relations with Guaranty for 
the Columbia system. Stanley per- 
sonally worked on Columbia financing 
for some years before going over to 
J. P. Morgan & Co. He was on Col- 
umbia’s board of directors and execu- 
tive committee from 1922 until Feb- 
ruary, 1935, and was held in high 
esteem by the management. Edward 
Reynolds, then executive vice president 
and now president of Columbia, had 
worked under him at the Guaranty 
Company years before. 

Accepting the argument that all 
these and other similar considerations 
were influential in the original selec- 
tion of Morgan Stanley, the conclu- 
sion is nevertheless inescapable that J. 
P. Morgan & Co. in September, 1935, 
had such an influential position in the 
management of United that Morgan 
Stanley was placed in a preferred posi- 
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tion with respect to its selection as 
leading underwriter for the Dayton 
bond issue of 1935, and we so find. 
We also find that Morgan Stanley 
was in a preferred position with re- 
spect to its selection and its conduct 
of negotiations as leading underwriter 
for bond issues in the amounts of 
$35,000,000 and $10,000,000, in 1936 
and 1937, of Cincinnati Gas & Elec- 
tric Company another Columbia sub- 
sidiary. In 1936, Dayton sold pre- 
ferred stock with W. E. Hutton & Co. 
as leading underwriter. The record 
shows, however, that Columbia of- 
fiers spoke to Morgan Stanley rep- 
resentatives about this proposed issue 
beforehand, while the issue was still 
under consideration and plans were 
being made to use W. E. Hutton & 
Co. Morgan Stanley, in keeping with 
its general practice of not participat- 
ing in equity security underwritings, 
agreed that it would not be interested 
in the preferred stock issue. In 
March, 1937, Dayton placed $1,500,- 
000 bonds privately. Apparently this 
small private placement, however, was 
not effected until the matter had been 
talked over with Morgan Stanley rep- 
resentatives. Our finding with respect 
to Morgan Stanley’s preferred or in- 
side position is based not only upon 
the continuous banking relationship 
then existing between Columbia and 
Morgan Stanley, but also on the fact 
that at the time of the underwriters’ 
selection in those issues, four of the 
five directors on the United board 
were George Whitney, Landon K. 
Thorne, and George Howard, whose 
connections have already been de- 
scribed; and Thomas H. Stacy, an 
interim director elected to make up a 
quorum, and who had previously been 
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employed by Howard and was serving 
as United’s bookkeeper. 

It remains to be seen what the posi- 
tion of Morgan Stanley was in Novem- 
ber, 1939, when it was selected as the 
leading underwriter for the Dayton 
bond issue of 1940. 


The question whether, with respect to 
the Dayton bond issue of 1940, the 
relation between Dayton and Mor- 
gan Stanley was such that there was 
liable to have been an absence of 
arm’s-length bargaining between 
them within the meaning of para- 
graph (a) (3) of the rule. 

There can be no question but that 
Morgan Stanley had a preferential 
position over other underwriting 
houses when the time came for Colum- 
bia to select a leading underwriter for 
the Dayton bond issue of 1940. For 
one thing, it was in a preferred posi- 
tion because of its historical relation- 
ship to United and the Columbia sys- 
tem. For another, it was in a pre- 
ferred position in the sense that con- 
tinuous investment banking relations 
still existed between it and the Co- 
lumbia system and the Columbia of- 
ficers gave no serious thought to seek- 
ing other investment bankers. 

Aside from the historical and con- 
tinuing banker relations, we find other 
evidence of a special relationship ex- 
isting between Columbia and Morgan 
Stanley at the time the latter was se- 
lected to lead Dayton’s bond issue of 
1940. On March 28, 1938, the day of 
the United States Supreme Court de- 
cision in Electric Bond & Share Co. 
v. Securities and Exchange Commis- 
sion’ upholding the constitutionality 

18 (1938) 303 US 419, 82 L ed 936, 22 
PUR(NS) 465, 58 S Ct 678, 115 ALR 105. 
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of the registration provisions of the 
Holding Company Act, United regis- 
tered as a holding company under the 
act and Whitney and Thorne resigned 
from the United board. 

Elimination of banker influence over 
holding company and utility manage- 
ments is a duty given us by Congress. 
Section 17(c) of the act, 15 USCA 
§ 79q, provided the initial step in that 
direction by prohibiting registered 
holding companies and their subsidi- 
aries from having officers or directors 
with banking connections except 
where the Commission decided that 
there would be no adverse effect upon 
the public interest or the interest of in- 
vestors or consumers. Apparently in 
view of this provision, George Whit- 
ney resigned from the United board 
of directors. In our opinion, however, 
that resignation did not sever the spe- 
cial relationship that existed between 


the Morgan interests and United. 


This problem of banker domination 
or special influence is not new nor is it 
limited to the utility field. It has been 
demonstrated in similar instances that 
the mere fact that a banker cannot sit 
on the board of directors of a client 
company does not necessarily change 


the banker’s influential position with 
respect to his client. For instance, 
§ 10 of the Clayton Anti-Trust Act 
provides, in effect, that if a banker sits 
on the board of directors of a common 
carrier company, his firm may not un- 
der write the securities of that company 
in amounts of more than $50,000 in 
any one year, except after competitive 
bidding.” The reports of the Senate 
Committee investigating railroads, 
holding companies, and affiliated com- 
panies show that absence of official 
board representatives because of this 
Clayton Act provision did not prevent 
investment bankers from continuing 
to dominate the financial policies of 
railroad systems.” 


On the board of United at the time 
of the present underwriting transac- 
tion there were five directors: George 
Howard, president of United practical- 
ly since its inception; F. L. Carlisle 
and Roy K. Ferguson, chairman and 
president, respectively, of the St. Regis 
Paper Company and affiliated interests, 
which control 7.9 per cent of United’s 
voting securities, the largest block held 
by any unified group; John J. Burns, 
a former general counsel of this Com- 
mission, presently engaged in the gen- 





19 (1914) 38 Stat. 734, 15 USCA § 20 
(1934) 


20 Thus, Kuhn, Loeb & Co., investment 
bankers, were able to dominate the financial 
policies of the Missouri Pacific Railway Co. 
system, despite the absence of official represen- 
tatives on the Missouri Pacific board. In 
the words of the Senate Committee:. “De- 
spite the acknowledged prohibition of § 10 of 
the Clayton Act . . . Kuhn Loeb contrived 
to put, if not ‘representatives,’ at least friends 
and informants on the Missouri Pacific board.” 

Revealing letters were uncovered by the 
Senate Committee evidencing the allegiance of 
directors of the Missouri Pacific to Kuhn 
Loeb. Thus, one director of Missouri Pacific, 
in writing to Mr. Cravath, attorney for both 
Kuhn Loeb and Missouri Pacific, said: 

“Dear Mr. Cravath: In the absence of Mr. 
Kahn (Kuhn Loeb partner), will you please 
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use me in any way best for his interest in 
connection with the Missouri Pacific situation. 
I should like to keep in touch with you and 
Mr. Hanauer (Kuhn Loeb partner) in carry- 
ing out and detailed plans he has in mind in 
so far as my services can be of any help.” 

Another letter to Mr. Cravath from this 
director, in connection with the selection of a 
president of Missouri Pacific read: 

“T am extremely anxious to be sure we do 
the very best we know how in our selection. 
I am thoroughly conscious of the fact that it 
was through Mr. Kahn’s courtesy that I am 
serving on the Missouri Pacific board, and my 
only interest naturally, therefore, is to so dis- 
charge my obligation there as to be a‘credit 
to him.” Report of Senate Committee on In- 
terstate Commerce, pursuant to Senate Resolu- 
tion 71 (74th Cong.) 76th Cong. 3d Sess. Re- 
port No. 25, Part 7, pp. 6, 7 (1940). 
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eral practice of the law and retained 
as counsel for United; and Edward 
H. Luckett, who had come to United 
recommended by an attorney whose 
firm acted as counsel for Niagara 
Hudson. The original election of 
Howard, Carlisle, and Ferguson had 
been approved by partners of J. P. 
Morgan & Co., and both Howard and 
Carlisle had done business with the 
Morgan-Drexel firms for years. How- 
ard’s relationship to the Morgan in- 
terests appears to have been intimate. 
Originally placed on the United board 
as president by the Morgan and 
Thorne-Loomis groups, the record 
shows his reliance on George Whit- 
ney, leading representative of J. P. 
Morgan & Co. on the United board. 
Despite Whitney’s resignation from 
the board of United, Howard’s be- 
havior toward Whitney in regard to 
United matters, as we shall hereinafter 
relate, has been that of a man who 
feels that he owes Whitney courteous 
fealty. 

Carlisle came in contact with J. P. 
Morgan & Co." when that firm, rep- 
resenting United’s large interest in 
Mohawk Hudson securities, participat- 
ed with Carlisle, the Schoellkopfs and 
others in organizing Niagara Hudson 
Power Corporation, a subsidiary of 
United. Niagara Hudson was the re- 
sult of a consolidation between sev- 
eral upstate New York utilities, among 
which were Mohawk Hudson and 
Northeastern Power Corporation. 
Carlisle had for some years been pres- 
ident of Northeastern, and represented 
it in conferences with the Morgans 





21Tt appears that Carlisle was first con- 
sulted by J. P: Morgan & Co. in connection 
with its contemplated purchase of Mohawk 
Hudson securities and the proposed formation 
of United. 
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and others in formulating the plan of 
consolidation. He was made chair- 
man of the board of Niagara Hudson 
at its inception and has held that posi- 
tion ever since. In 1930 he was first 
elected to the United board of direc- 
tors along with the other titular heads 
of companies in which United was sub- 
stantially interested. At about the 
same time he and George Whitney 
were elected to the board of trustees 
of Consolidated Gas Company of New 
York (now Consolidated Edison Com- 
pany of New York), and in 1932 Car- 
lise was made its chairman. Since its 
inception Morgan Stanley has been the 
almost invariable leader in both Ni- 
agara Hudson and Consolidated Edi- 
son public debt financings. 

The record indicates that both How- 
ard and Carlisle have frequently re- 
lied on George Whitney, a leading 
partner of J. P. Morgan & Co., and 
formerly the principal representative 
of J. P. Morgan & Co. on the United 
board. Although Whitney resigned 
from the board of United on March 
28, 1938, the following facts cause us 
to believe that only the outward ap- 
pearance of a changed relationship be- 
tween J. P. Morgan & Co. and United 
had thus been effected. 

For about six months after the res- 
ignations of Whitney and Thorne, re- 
ports which were ordinarily sent only 
to directors of United continued to be 
sent to them. George Howard testi- 
fied that this was done by mistake and 
that when he found out about it he 
stopped. it. 

Yet the influence of George Whit- 
ney did not cease thereafter. In Au- 
gust, 1938, United received a letter 
from William O. Douglas, then Chair- 
man of this Commission, relating to 
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compliance by United and its subsidi- 
aries with §§ 11(b) (1) and 11(b) 
(2) of the Holding Company Act, 15 
USCA § 79k. Thereafter a reply to 
that letter was composed by the board 
of directors of United in which there 
was outlined a future program for 
United. After that reply had been pre- 
pared Howard showed it to Thorne 
and also went to Whitney and submit- 
ted it to him for advice and sugges- 
tions. This took place around Novem- 
ber, 1938. A program for meeting the 
integration provisions of the act was, 
of course, of great importance to Unit- 
ed and its subsidiaries. Of what im- 
portance it might have been to J. P. 
Morgan & Co., at that time a commer- 
cial bank, is not clear. Yet Whitney 
who had left the United board some 
eight months before was consulted by 
the president of United prior to for- 
warding an integration program to the 
Commission. If, as this incident might 
indicate, Whitney’s advice continued to 
be regarded as influential, it would ap- 
pear that members of the United board 
were not yet free from the influence of 
J. P. Morgan & Co. 

In August, 1938, United effected a 
so-called quasi reorganization which 
involved the write-down of the carry- 
ing value of United’s investments by 
some $400,000,000. Howard went to 
Whitney prior to putting the program 
into effect and talked over this situa- 
tion. It was testified that since the re- 
sult of the write-down was to stop the 
payment by United of dividends on its 
preferred stock for which J. P. Mor- 
gan & Co. were paying agents, Howard 
went and explained this to Whitney 
“only because I knew many inquiries 
would come to his firm about the pay- 
ing of those dividends and I wished 


him to understand it.” Embarkation 
upon this quasi reorganization, like the 
integration program, was a momen- 
tous step by United. It is noteworthy 


that once again Whitney, no longer | 


formally associated with United, was 
sought out before the step was taken 
by United. It is at best doubtful 
whether J. P. Morgan & Co.’s interest 
in the quasi reorganization as paying 
agent required consultation with 


George Whitney, a member of the § 
firm, before United finally decided to § 


effect this financial program. We 


think the incident is one more indica- } 


tion that J. P. Morgan & Co., through 


George Whitney, continued to wield § 
influence in the determination of Unit- § 


ed’s significant affairs. 


The sequel to United’s quasi re- | 
involved George | 


organization also 


Whitney. Due to the quasi reorganiza- | 


tion, a deficit in United’s consolidated jf 
earned surplus account resulted and § 


dividends could not be paid. Conse- 
quently, cash accumulations, which 
could not be paid out in dividends, in- 
creased to about $8,000,000. United 
had on file with this Commission in 
the early part of 1939 an application 
under Rule U-9C-4 for permission to 
engage in a program of investing this 
cash in nonutility securities.” How- 
ard’s testimony shows that he consult- 
ed Whitney about this program too. 
His explanation was that opposition to 
this projected program had arisen in 
Philadelphia and he believed that 
Whitney might suggest how the op- 
position might be eliminated. 

The continued existence of a special 
relationship between Morgan Stanley 
and United and its subsidiaries is 
made clear by a review of the bond 





22 In Re United Corp. (1939) 4 SEC 663. 
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and debenture financings by companies 
in the United group. It is a matter of 
record that Morgan Stanley is not fav- 
orably disposed toward underwriting 
equity securities. Since Morgan Stan- 
ley’s underwriting business rests near- 
ly entirely upon debt securities, we 
have attempted to analyze such secu- 
rity issues by the United group com- 
panies. The record in this proceeding 
covers the debt financings of subsidi- 
aries in the Columbia Gas & Electric, 
Niagara Hudson, Public Service of 
New Jersey, and United Gas Improve- 


ment systems, all of which are sub- 
sidiaries of United.* In addition, the 
record covers debt financings by com- 
panies in the Consolidated Edison 
Company of New York system.* We 
have also included the debt financing 
record of companies in the Common- 
wealth and Southern Corporation sys- 
tem.” 

The record shows that from Sep- 
tember, 1935, the date of the forma- 
tion of Morgan Stanley, to February, 
1940, the close of the hearings in this 
proceeding, Morgan Stanley has been 





23 Public Service of New Jersey is a statu- 
tory subsidiary of United since United owns 
13.9 per cent of the voting securities of Public 
Service, and UGI, a subsidiary of United, 
owns 28.5 per cent of the voting securities of 
Public Service. Public Service, however, has 
filed an application pursuant to § 2(a) (8) 
(A), 15 USCA § 79b, to be declared not to 
be a subsidiary of United or UGI. This ap- 
plication is still pending. 

24 Consolidated Edison Company of New 
York has been considered exempt from the 
provisions of the act since it is organized and 
conducts all of its business in a single state 
within the meaning of § 3(a) (2) of the act, 
15 USCA § 79c. Consolidated Edison has 
continued to file an annual report pursuant 
to Rule U-3A-2, thereby entitling it to the 
exemption in the absence of adverse Commis- 
sion action. 

Although Consolidated Edison is not a statu- 
tory subsidiary of United its chairman and 
leading figure, F. L. Carlisle, is a director of 
the United Corporation and also chairman 
of Niagara Hudson, a subsidiary of United. 
George Whitney, a partner of J. P. Morgan 
& Co. is also a director of Consolidated 
Edison. Moreover, United has a substantial 
stock interest in Consolidated Edison Com- 
pany of New York. 

25 Commonwealth and Southern is a statu- 
tory affiliate of United, the United Corpora- 
tion owning slightly more than 5 per cent of 
the outstanding common stock of the Com- 
monwealth and Southern Corporation. While 
the record herein shows the security issues of 
Commonwealth and Southern Corporation and 
its subsidiaries underwritten by Morgan Stan- 
ley, the total long-term debt financing (in- 
cluding private placements of the Common- 
wealth and Southern system) during the period 
were not put in evidence. We have taken no- 
tice of these financings for the purpose of de- 
termining the underwriting leadership of pub- 
lic offerings and the number and amounts of 
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private placements in the Commonwealth and 
Southern system during this period. 

All these financings were announced in news- 
papers and financial and statistical services as 
they occurred and are, we believe, facts of gen- 
eral knowledge of which we may take judi- 
cial notice. Chicago & N. W. R. Co. v. 
Railroad Commission (1914) 156 Wis 47, 
145 NW 216; cf. Werk v. Parker (1919) 249 
US 130, 131, 132, 63 L ed 514, 39 S Ct 197; 
Kennedy v. General Motors Corp. (1938) 99 
F(2d) 627, 629; United States v. Best & 
Co. (1936) 86 F(2d) 23. These financings 
were, moreover, reported to us as required by 
the act and a number of them were the sub- 
ject of our findings and opinions. To ignore 
them would not only be self-stultifying but 
would be closing our eyes to the very type 
of knowledge which we are supposed to ac- 
quire and bring to bear upon our exercise of ad- 
ministrative functions under the act. See infra, 
footnote 31. We have referred to the re- 
ports in our files in regard to these transactions 
“as a means of verifying facts of which the 
Commission, like a court, takes judicial notice.” 
See United States v. Abilene & S. R. Co. 
oo 265 US 274, 287, 68 L ed 1016, 44 S Ct 


However, inasmuch as the attention of re- 
spondents was not at the hearing directed to 
the possibility that we might take notice of 
these facts, and no opportunity was afforded 
them to present evidence in rebuttal we will, 
if respondents desire to challenge the ac- 
curacy, materiality, er relevancy of these 
facts, upon application of respondents made 
within ten days from the date of our findings 
and opinion herein cause the record to be 
reopened for the purpose, of putting such facts 
directly in evidence and of permitting respond- 
ents to offer rebuttal evidence. Cf. Morgan v. 
United States (1938) 304 US 1, 18, 19, 82 
L ed 1129, 23 PUR(NS) 339, 58 S Ct 773. 
If no such application is made by respondents 
we shall assume they make no objection. 
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the leading underwriter™ in every pub- 
lic financing of bonds or debentures 
by these United companies except in 
three instances. The three exceptions 
involved the issuance of securities by 
Connecticut Light & Power Company 
and were underwritten in each instance 
by Putnam & Co. and Scranton & Co., 
underwriters located in Connecticut. 
These three exceptions are probably 
attributable to the strong policy of pro- 
moting local control expressed in the 
Connecticut statute which provides 
that no foreign holding company shall 
control or interfere with the operations 
of Connecticut gas and electric com- 
panies, like Connecticut Light & Pow- 
er Company.” In view of this statu- 
tory provisions, it is not hard to un- 
derstand why Morgan Stanley, 
through United influence, did not head 
Connecticut financings. 

The significant uniformity of under- 
writing by Morgan Stanley of the 
above-mentioned United companies is, 
of course, true only of publicly offered 
debt security issues. In the past sev- 
eral years, there have been several 
long-term private financings by these 
companies. Careful analysis of these 
private placements reveals that nearly 
all of them have been for relatively 
small amounts, only five of them ex- 


ceeding $10,000,000 in amount. Of 
these, the only very large private place- 
ment took place in the fall of 1939 
when the outbreak of the European 
war made the public markets unstable 
and public offerings were risky. It is 
also noteworthy that one of these sub- 
stantial private placements was made 
by Connecticut Light & Power Co. 
We have already considered the special 
local statutory considerations which 
govern the operations of Connecticut 
utilities. Finally, it appears that two 
other substantial private placements 
were made by subsidiaries of Consoli- 
dated Edison Company of New York, 
which is not a statutory subsidiary of 
United. We believe that the private 
placements listed in this record are not 
inconsistent with the existence of a re- 
lationship between Morgan Stanley 
and subsidiary companies in the Unit- 
ed group such as is embraced by our 
rule. This special relationship might 
well exist without resulting in exclu- 
sive participation by Morgan Stanley 
in all United system financings. 

In conclusion, it should be noted that 
Morgan Stanley has not headed the 
financing of any public utility com- 
pany, as defined in the act, except sub- 
sidiaries of United and companies in 
the Consolidated Edison and Common- 





26 Morgan Stanley has shared the manager- 
ship of Commonwealth & Southern security is- 
sues with Bonbright & Company, Inc. 

27 Chapter 196, § 1414c of the General 
Statutes of the state of Connecticut provides: 

“(a) The general purposes of this section 
dre to assure to the state of Connecticut its 
full power to regulate its public service cor- 
porations, to increase the powers of the Pub- 
lic Utilities Commission and to promote local 
control of the public service corporations of 
this state, and it shall be so construed as to 
effectuate these purposes. 


“(f) No gas, electric or water company, 
or holding company, or any official, board or 
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Commission purporting to act under any gov- 
ernmental authority other than that of this 
state or of its divisions, municipal corpora- 
tions, or courts, shall interfere with or attempt 
to interfere with or exercise authority or con- 
trol over any gas, electric, or water company 
incorporated by this state and engaged in the 
business of supplying service within this state, 
or with or over any holding company incor- 
porated by this state and doing the principal 
part of its business within this state, without 
having first obtained the approval of the Com- 
mission, except as the United States may prop- 
erly regulate actual transactions in interstate 
commerce. Any action contrary to the pro- 
visions of this sub-section shall be voidable on 
order of the Commission.” 





oO 


_— — —- .. -_  -lUraettlU lOO eS COP 


ee ee” Soe ee a 


RE DAYTON POWER & LIGHT CO. 


wealth and Southern systems. Con- 
fnement of Morgan Stanley’s under- 
writing leadership of utility securities 
to companies in the orbit of United is 
particularly interesting in view of re- 
peated testimony by respondents in 
this record that Morgan Stanley was 
successful in obtaining United system 
financings only because it was a strong 
firm with adequate capital and fur- 
nished satisfactory services. 

There are, of course, powerful 
economic incentives for investment 
bankers to strengthen their influence 
over the management and policies of 
holding companies and their subsidi- 
aries. Not only does such influence 
assure the banker of the profits from 
underwriting, but there are additional 
emoluments which come from the abil- 
ity to select custodians, depositaries, 
transfer agencies, and coupon and divi- 
dend paying agencies. This is a type 
of financial patronage which customar- 
ily goes to the banker who is able to 
exert influence over the financial pol- 
icies of a utility system. In connec- 
tion with the present proceeding, it is 
noteworthy that J. P. Morgan & Co. 
has always been the transfer and 
dividend paying agent for the United 
Corporation. From its very incep- 
tion, United Corporation has main- 
tained a substantial deposit account 
with J. P. Morgan & Co. From 1934 
Columbia Gas & Electric Corporation 
has maintained a sizable deposit ac- 
count with J. P. Morgan & Co. And 
J. P. Morgan & Co. has always been 
custodian for securities owned by 
United. J. P. Morgan & Co. has also 
been the coupon paying agent for bond 


issues of numerous companies in the 
United group. 

This brings us down to the Dayton 
bond issue of 1940 which occasioned 
the Commission’s order to show cause 
pursuant to Rule U-12F-2. This in- 
volved the issue and sale by Dayton 
of $25,000,000 principal amount of 
first mortgage bonds, 3 per cent series 
due 1970, to underwriters for resale 
to the public. The bonds were sold 
to a group of thirty-eight underwrit- 
ers, headed by Morgan Stanley, at a 
price of 1024. They were offered to 
the public at a price of 104, resulting 
in a spread of 1} points, or under- 
writing discounts or commissions 
totaling $437,500. Of the spread of 
1? points, Morgan Stanley was to re- 
ceive one-fourth of a point for services 
as syndicate manager; underwriters, 
including Morgan Stanley, were to re- 
ceive seven-eighths of a point for 
wholesale sales; and five-eighths of a 
point was to be received for retail dis- 
tribution. The total fees to be re- 
ceived by Morgan Stanley, upon suc- 
cessful placement, aggregated $100,- 
562.50. 

It was estimated that, subject to 
certain qualifications, the refunding 
portion of the proposed financing 
would effect an annual saving to Day- 
ton of approximately $48,000* (after 
allowing for Federal income taxes). 
Dayton also benefited from the exten- 
sion of the maturity date of $19,015,- 
000 of its previously outstanding debt 
from 1960 to 1970. 

Some of the circumstances sur- 
rounding this security issue have 
caused us concern. The amount of 





28 The annual savings of $48,000 do not 
take into account the duplicate interest of ap- 
proximately $55,460.40 which the company was 


required to pay for the period between the is- 
sue of the new bonds and the call date of the 
previously outstanding bonds. 
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new money involved was about $5,- 
700,000. It appears from the record 
that when Morgan Stanley was first 
approached in regard to the instant 
financing, the Columbia officials had 
in mind a security issue of either stocks 
or bonds to raise only this new money. 
Morgan Stanley advised that bond 
financing for the new money was 
sound. And Morgan Stanley on this 
occasion also suggested refunding out- 
standing Dayton bonds in the same 
financing with the new money issue. 
R. H. Delafield, financial vice president 
of Columbia, testified that Columbia 
officials had previously made many 
studies in regard to refunding the 
$19,015,000 outstanding Dayton 
bonds. 

Dayton, of course, got cheap money 
which cost it only 2.91 per cent per 
annum. But in order to obtain this 
cheap money it had to pay substantial 


call premiums of $855,675, and ex- 
penses of about $125,000. The ma- 
turity date of the refunded debt was 


extended ten years. Yet the refunded 
debt was not to mature until 1960, 
scarcely a pressing obligation requir- 
ing refunding. Dayton’s annual sav- 
ing of $48,000 over the life of the 
refunded bonds, approximately $1,- 
000,000, is to be compared with the 
Morgan Stanley commission of $100,- 
562.50 and the $336,937.50 which 
other underwriters and dealers ob- 
tained from the financing. Dayton’s 
savings should also be considered in 
the light of the cost of the refunding 
to investors in these Dayton bonds. 
Investor good will, often deemed an at- 
tribute of the public offering method 
as distinguished from private place- 
ments, is scarcely likely to be en- 
couraged by frequent refundings ac- 


companied by small savings to the is- 
suer. 

Although these facts have caused us 
concern, we recognize that the price of 
104 to the public and 102} to the com- 
pany were not discernibly out of line 
with the prevailing market, and the 
spread of 1? for the underwriters was 
among the lowest of those taken on 
comparable public utility issues dur- 
ing the last five years. Of course most 
of these negotiations took place while 
the hearings in this proceeding were 
being conducted, and that circum- 
stance must have affected the outcome. 


Application of the Rule to the Facts 


Before we proceed to apply the rule 
to the facts that we have found, a pre- 


‘liminary question is raised as to the 


kind of relationship which falls with- 
in the meaning of the rule. The kind 
of relationship between underwriter 
and issuer embraced by subparagraph 
(a) (3) of the rule is obviously some- 
thing less than a relationship predi- 
cated upon control or domination, and 
something that may be different from 
interlocking directors or officers, or 
prescribed amounts of stock owner- 
ship. The rule, in subparagraphs (a) 
(1) and (a) (2), encompasses the re- 
lationships of associate and affiliate, 
including that of subsidiary as well. 
These relationships are expressly de- 
fined in the act. A parent-subsidiary 
relationship arises when one company 
owns, controls, or holds with power 
to vote 10 per cent or more of the out- 
standing voting securities of another. 
And the same relationship may arise 
out of certain controlling influences 
which a person exercises over a utility 
or holding company. An associate 
company means any company in the 
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same holding company system. An 
affiliate relationship includes, among 
others, the situation where a person 
holds 5 per cent or more of the out- 
standing voting securities of a com- 
9 pany or where there are certain inter- 
locking directorates or officerships. 
These are relationships which clearly 
fall under subparagraphs (a) (1) and 
(a) (2) of the rule. 

Subparagraph (a) (3) must neces- 
sarily have a different meaning or its 
provisions would be mere surplusage. 
Turning our attention to § 2 (a) (11) 
(D) of the act, 15 USCA § 79b, we 
find that the definition of affiliate 
therein contained is substantially the 
same as the provisions of subpara- 
graph (a) (3) of the rule. Section 2 
(a) (11) (D) provides that “affiliate” 
of a specified company means: 

. any person or class of per- 
sons that the Commission determines, 
after appropriate notice and opportu- 
nity for hearing, to stand in such rela- 
tion to such specified company that 
there is liable to be such an absence of 
arm’s-length bargaining in transac- 
tions between them as to make it nec- 
essary or appropriate in the public in- 
terest or for the protection of investors 
or consumers that such person be sub- 
ject to the obligations, duties, and lia- 
bilities imposed in this title upon 
affiliates of a company.” 

In the words of the Senate Commit- 
tee on Interstate Commerce and the 
House Committee on Interstate and 
Foreign Commerce that reported out 
the bills which finally became the Hold- 
ing Company Act, this provision was 
meant to be “flexible.’”*® Its broad 
language, as: well as its position in the 


statute after the more precise defini- 
tions concerning stock ownership and 
interlocking officer and director affili- 
ates, indicate that Congress intended 
that this Commission be given flexible 
standards to deal with the more subtle 
relationships which are liable to re- 
sult in an absence of arm’s-length bar- 
gaining. Obviously the types of in- 
tangible interrelationships are so 
varied that the act had‘to be broadly 
phrased to meet the problem. Our 
rule, no less than the provisions of 
§ 2 (a) (11) (D), supra, embraces 
relationships which are dependent 
upon something less than control or 
controlling influence, and something 
that may be different from interlock- 
ing directors or officers, or prescribed 
amounts of stock ownership. And 
both § 2 (a) (11) (D) and the rule, 
in our opinion, were meant to cover 
relationships which span corporations 
and individuals linked together by 
financial and other connections. Bear- 
ing this in mind, we proceed to apply 
the rule to the facts that we have 
found. 

We have carefully reviewed the 
genesis, historical development, and 
continued existence of relations be- 
tween Morgan Stanley and J. P. Mor- 
gan & Co. and United, its subsidiary, 
Columbia, and its subsidiary, Dayton. 
The record facts show not the casual 
affinity borne of mutually satisfactory 
financial relations, but ties and connec- 
tions that, though less than control, 
are nevertheless sufficient to establish 
a relationship between Morgan Stan- 
ley and Dayton, at the time of the 
Dayton financing, such as is embraced 
by the rule. Our conclusion is reached 





29 Senate Committee Report on S. 2796, 
Report No. 621, May 13, 1935, p. 23; House 
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Committee Report on S. 2796, Report No. 
1318, June 24, 1935, pp. 9, 10. 
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despite the elimination, upon the Su- 
preme Court’s Electric Bond & Share 
Company decision, of some of the 
more superficial indicia of Morgan 
influence in the financial affairs of the 
United system. In our opinion, the 
record contains facts that show more 
than a relationship based upon “emo- 
tional and psychological affiliation.” 
In making an ultimate finding of fact 
under the rule, we are fully cognizant 
that the maze of interconnections, 
which constitute the relationship here 


in issue, are, by their very nature, usu- 
ally not susceptible of proof by way of 
explicit memoranda, letters, and con- 
versations in which the parties in haec 
verba set forth or explicitly admit such 
a relationship. Such finding must 
therefore rest upon reasonable infer- 
ences and conclusions drawn from the f 
basic facts." 

The rule is applicable if the under- f 
writer stands in such relation to the is- 7 
suer that there is liable to be or to have F 
been an absence of arm’s-length bar- § 





30 We do not overlook the testimony of wit- 
nesses for respondents to the effect that no 
fact or circumstance had come to their atten- 
tion which indicated to them that there was lia- 
ble to be or to have been an absence of arm’s- 
length bargaining in transactions (including 
the Dayton bond issue of (1940) between Mor- 
gan Stanley and Dayton or Columbia. This, 
in substance, expressed the opinions and con- 
clusions of the witnesses as to the ulti- 
mate fact at issue, and as such would not 
be admissible in a court of law. Robbins 
v. Atkins (1897) 168 Mass 45, 46 NE 425; 
People v. Bidleman (1894) 104 Cal 608, 38 
Pac 502, 503; Lehman v. Lindenmeyer (1910) 
48 Colo 305, 109 Pac 956, 958; Kerr v. Luns- 
ford (1888) 31 W Va 659, 8 SE 493, 498; 
People v. Burrows (1915) 27 Cal App 428, 150 
Pac 382, 384; Pennsylvania R. Co. v. Chamber- 
lain (1933) 288 US 333, 340, 77 L ed 819, 53 S 
Ct 391; cf. Moore on Facts, Vol. 11, p. 1247. 
Although rules of evidence are properly ap- 
plied less strictly in administrative proceedings, 
we think such testimony is entitled to little or 
no weight in the face of the mass of concrete 
facts which lead to the opposite conclusion. 
Boggs & Buhl v. Commissioner of Internal 
Revenue (1929) 34 F(2d) 859. 

81 It has often been noted that Congress con- 
templated that an administrative agency such 
as this Commission, because of its special 
knowledge and experience in a particular 
field, was to be peculiarly able to weigh evi- 
dence, on matters within that field, and to 
draw reasonable inferences therefrom. In 
American Sumatra Tobacco Corp. v. Securi- 
ties and Exchange Commission (1940) 71 App 
DC 259, 262, 110 F(2d) 117, 120, Groner, 
C. J., speaking for the court, said: “Congress 
unquestionably intended that the Commission 
should bring to bear upon the decision of this 
and like questions, what has been called, in 
cases within the jurisdiction of the Interstate 
Commerce Commission, the knowledge and ex- 
perience of experts.” 

In Securities and Exchange Commission v. 
Associated Gas & E. Co. (1938) 99 F(2d) 
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795, 798, 26 PUR(NS) 399, 404, the court 

of appeals for the second circuit said with 
respect to this Commission’s administration of 
the Public Utility Holding Company Act: 
“One of the principal reasons for the creation of 
such a bureau is to secure the benefit of special 
knowledge acquired through continuous ex- 
perience in a difficult and complicated field.” 


See also Stephens (now Mr. Justice 
Stephens of the court of appeals for the 
District of Columbia) “Administrative Tri- 
bunals and the Rules of Evidence” (1933), 
pp. 93, 94: 


“Tt is the view of both courts and commis- 
sioners that the latter are experts who may on 
that account be trusted to seek facts for the 
foundation of their orders without the aid 
of the rules which courts have believed neces- 
sary to assure an honest, accurate, and un- 
prejudiced assembling of information for j juries, 
indeed, for judges. Commissioners or ex- 
aminers can weigh the evidence, whatever its 
nature and however informally presented, bet- 
ter than the courts. Their expertness en- 
ables them to know the worth of hearsay, the 
probable authenticity of unidentified signatures, 
the comparative value of evidence taken in oth- 
er causes, without being confused or misled 
by or obliged to sift out the collateral issues 
involved; to understand how far to give 
credence to matters not within a witness's 
knowledge; to judge of the correctness of sec- 
ondary evidence as to the contents of books; 
to know whether or not to consider testimony 
not shown to be connected with the case; to 
judge the value of letters and telegrams and 
copies of contracts; to sense the accuracy of 
commercial ratings, newspaper clippings; to 
know the worth of common knowledge; to 
know to what extent proof of commission of 
one act is proof of the commission of a similar 
one; to take evidence for what it is worth 
without discrimination at the outset as to com- 
petency ; and to act dependably and fairly up- 
on their own information undisclosed to par- 
ties or to reviewing courts—all better than. 
judges and juries.” (Italics added.) 
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gaining with respect to the underwrit- 
ing transaction between them. It was 
practically a foregone conclusion that 
Dayton would go to Morgan Stanley 
for financial advice. Under these cir- 
cumstances, free and independent 
competition plays no part in the selec- 
tion of the underwriter, and it is rea- 
sonably probable® that in arriving at 
the terms and conditions of the trans- 
action arm’s-length bargaining will be 
absent or materially restricted. When 


there is a continuing financial relation- 
ship which has come about through 
banker participation and influence in 
utility holding company affairs, it is 
reasonably probable that arm’s-length 
bargaining will not prevail in dealings 
between the issuer and banker. In 
such cases, the issuer lacks the protec- 
tion of competitive conditions, and 
there is liable to be an absence of 
arm’s-length bargaining. At no time 
since 1935 has any attempt been made 





32 The meaning of the word “liable,” as used 


Min § 2(a) (11) (D) and the rule, has occa- 


sioned some discussion. Considered without 
reference to context, the word “liable” has 
more than one meaning. If followed by a noun, 
it may mean “subject to” or “exposed to.” 


4 The word is sometimes colloquially used with- 


out reference to degress of possibility or prob- 


@ ability, but lexicographers indicate that the 


term connotes exposure to a contingency which 
is likely to arise. Black’s Law Dictionary de- 
fines the word as: “exposed or subject to a 
given contingency, risk or casualty which is 
more or less probable.” Webster's New I nter- 
“ex- 
posed to a certain contingency or casualty more 
or less probable.” The definitions in Fowler’s 
Modern English Usage emphasize the close 
relationship between the words “liable” and 
“apt” when followed by a verb. So also do 
the Century Dictionary which defines “liable” 
as “having an aptitude or tendency,” and gives 


@ the synonyms “apt” and “likely,” and Funk 


and Wagnalls, wherein the word is defined as 
“having a tendency, inclination, or likelihood, 
likely (with unfavorable sense),” The Ox- 
ford Universal English Dictionary defines the 
word generally as: “subject to the operation 
of or likely to undergo; subject to the possibil- 
ity of doing or undoing something unde- 
sirable.” 

The judicial interpretations of the word 
‘liable’ seem to define it as requiring more 
than “a possibility of” and generally end up 
with a test of “probability.” Thus, in Hallum 
v. Omro (1904) 122 Wis 337, 344, 99 NW 
1051, 1054, the court said: 

“An examination of the cases cited will 
show that ‘probable,’ ‘likely,’ and ‘liable’ have 
been treated as synonymous, each dealing with 
reasonable probability, not with possibility, and 
that what may probably or is likely or liable 
to be the future result of a personal injury is 
competent evidence to prove what is reason- 
ably certain in the matter. That is accord- 
ing to lexical authority as to the meaning of 
the words.” 

In Adams v. Moberly Light & P. Co. (Mo. 
{Kan City] Ct App 1922) 237 SW 162, 165 in 
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discusssing objections to an instruction to a 
jury, the court said: 

“The objection of defendants is directed to 
the use of the word ‘liable.’ In the use of the 
word in the instruction we do not understand 
that the court intended the jury to understand, 
nor that it did understand, that ‘liable’ meant 
the bare possibility of the wire breaking, but 
that the word was used in its common and 
ordinary signification, as understood by people 
in general. In Roy v. Kansas City (1920) 


204 Mo App 332, 224 SW 132, 140, this court 
held: 


“Tt is insisted that the word “liable” means 
“within the range of possibility,” and that by 
reason of the use of such a word the instruc- 
tion told the jury that the city was required 
to guard against all possibile contingencies, 
and that it made the city practically an insurer 
of all persons using the viaduct. We think 
there is nothing in this contention.’ : 

“In the general acceptation of the term ‘lia- 
ble’ it is used as synonymous with the word 
‘likely.’ ” 

See also Williams v. Southern R Co. (1896) 
119 NC 746, 749, 26 SE 32. Cf. Pennsylvania 
R. Co. v. Interstate Commerce Commission 
(1933) 66 F(2d) 37, 38, 39, affirmed (1934) 
291 US 651, 78 L ed 1045, 54 S Ct 559. 

It appears that the word “liable” has a 
meaning ranging from “a mere possibility of” 
to various degrees of probability. It does not 
connote “certainty” or “actuality.” This is 
clearly indicated by an early draft of the bill 
in which the pertinent language of § 2(a) 
(11) provided that an affiliate is any person 
who is found “to stand in such relation to the 
specified company that there is an absence 
of arm’s-length bargaining, etc.” The phrase 
“liable to be’ was added in the final confer- 
ence committee amendments and emphasizes the 
congressional intention that the standard does 
not require an actuality. Adopting a middle 
ground, we believe that Congress intended to 
provide for regulation of transactions in which 
absence of arm’s-length bargaining is “rea- 
sonably probable” and not but a “mere pos- 
sibility.” 
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by Columbia subsidiaries to secure fi- 
nancing on a more favorable basis 
from investment bankers other than 
Morgan Stanley. It is this type of 
situation, among others, which we 
believe Congress intended to eliminate 
when it passed the act. Among the 
evils enumerated by Congress in §§ 1 
(b) (2) and (5) of the act, 15 USCA 
§ 79a were those resulting “from an 
absence of arm’s-length bargaining or 
from restraint of free and independent 
competition” and from “lack of econ- 
omies in the raising of capital.””’ We 
are directed by § 1 (c) of the act to 
interpret all of the provisions of the 
act to meet the problems and elimi- 
nate the evils thus enumerated. One 
of the manifestations of these abuses 
was the monoply exercised by invest- 
ment bankers over financings of hold- 
ing companies and their subsidiaries. 
That, in substance, is a_ situation 
which has been shown to exist be- 
tween Morgan Stanley and Dayton 
by the facts in the record of the pres- 
ent proceeding. 

The result of such a relationship 
may be that the bankers’ advice will 
be relied upon by the issuer as regards 
the time, kind, and price of security 
financing. The dangers inherent in 
reliance upon advice by a related in- 
vestment banker spring from conflict- 
ing interests which prevail in negotia- 
tions with the favored investment 
banker. The issuer is or should be 
chiefly interested in the lowest possible 
cost for his capital consistent with a 
sound capital structure. The investor 
is also interested in a sound capital 
structure but, contrary to the issuer’s 


interest, he seeks the highest possible 

return from the money invested. The 

underwriter, however, is primarily in 

terested in buying the securities at a 

sufficiently low price so that quick re- 

sale, consistent with the highest possi- 

ble spread for himself, is possible. 

The underwriter’s business, of course, 

is dependent upon underwriting prof- 

its; these profits can be made only iff 
there are securities for him to under- 

write. The investment banker may§ 
thus be impelled to encourage numer- 

ous security issues, particularly re- 

fundings, by utilities so that he can} 
make underwriting profits. Multiple 
security issues, profitable to the 
favored investment banker, may bef 
detrimental to both 
vestor. Moreover, the predilection § 
of Morgan Stanley and other invest- J 
ment banking houses for debt financ- § 
ing may, when coupled with their § 
influence in the financial affairs of § 
utilities, prove detrimental in the long 7 
run to the capital structures and oper- § 
ations of utility companies, and thus | 
be deleterious to investors and con- ff 
sumers.** Because of these conflicting 7 
interests, absence of arm’s-length § 
bargaining between Morgan Stanley § 
and Dayton may adversely affect the § 
public interest and the interest of in- f 
vestors and consumers. Moreover, the § 
statutory findings in §§ 1(b) (2) and § 
1(b) (5) supra, as well as the refer- § 
ences to the ‘maintenance of competi- § 
tive conditions” contained in §§ 12(d), } 
12(f), 12(g), 13(c), 13(e), and 13 
(f) of the act, 15 USCA §§ 791, 79m, 
strongly emphasize the connection be- 
tween relations apt to result in an ab- 





83 This has been true, of course, only of 
the types of securities handled by Morgan 
Stanley. 
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84 See Appendix to our opinion in Re Engi- 
neers Pub. Service Co. (El Paso Electric Com- 
pany) Holding Company Act Release No. 2535, 
February 4, 1941. See 37 PUR(NS) 65. 


152 





issuer and in-(@) 


Dossible, 
course, 
ig prof- 


only if 
. under- 
SF may 


invest- § 
financ- § 


their 
irs of 


e long F 


| oper- | 
1 thus 


| con- § 


icting F 
ength § 
fanley 
ct the 
»f in- § 
t, the § 


‘efer- & 
ipeti- 
(d), § 
d 13 
79m, 
1 be- 
1 ab- 
Engi- 


Com- 


2535, 


RE DAYTON POWER & LIGHT CO. 


ence of arm’s-length bargaining and 
Congress’ conception of the public 
interest. We find, therefore, that the 
gecial relationship between Morgan 
Stanley and Dayton was such that 
there was liable to have been such an 
absence of arm’s-length bargaining in 
the Dayton bond financing of 1940, 
that it is both necessary and appropri- 
ate in the public interest and for the 
protection of investors and consumers 
that Morgan Stanley be subject to the 
obligations, duties and liabilities of an 
affiliate of Dayton for the purposes of 
Rule U-12F-2.* 


Validity of the Rule 


[2] As we have already noted, both 
Morgan Stanley and Dayton® chal- 
lenge the validity of Rule U-12F-2, 
on the ground that it goes beyond the 
rule-making powers granted to us un- 
der the act. The rule was adopted by 
us— 

“Acting pursuant to the Public 
Utility Holding Company Act of 
1935, and particularly § 20 (a) there- 
of, and finding such action necessary 
and appropriate to carry out the pro- 
visions of §§ 6 (b), 7 (d) (4), 10 (b) 
(2), 12 (d), 12 (f), 12 (g), 13 (e), 
and 13 (f), 15 UA §§ 79f, g, j, l, 
m, thereof. 

For the sake of clarity we shall di- 
vide our discussion of the validity of 
the rule into three general divisions: 
one under § 6 (b) another under 


§ 12 (f£), and the third under § 2 (a) 
(11) (D). 

(1) Validity of the rule under 
§ 6 (b). 

The Dayton application in respect of 
the bond issue in question was filed 
pursuant to § 6 (b) of the act. The 
issue directly before us, therefore, is 
whether the rule is valid under the 
terms of §§ 20 (a) and 6 (b) of the 
act. Section 20 (a) confers upon this 
Commission a general rule-making 
power to carry out the provisions of 
the act.°8 Section 6 (b) authorizes 
this Commission to qualify exemp- 
tions granted thereunder by imposing 
“such terms and conditions as it 
deems appropriate in the public inter- 
est or for the protection of investors or 
consumers.” We have hereinbefore 
set forth our reasons for believing that 
the policy embodied in the rule, which 
strikes at an absence of arm’s-length 
bargaining in underwriting transac- 
tions, is appropriate in the public inter- 
est and for the protection of investors 
and consumers,®® and we think it is 
clearly appropriate “to carry out the 
provisions of” § 6(b). 


As we have already noted, an all- 
pervading provision of the act is the 
mandate of the Congress that we con- 
strue every provision in accordance 
with the declared statutory policy of 
eliminating the evils and meeting the 


problems enumerated in § 1, among 
which are those that exist “when sub- 





85 Our finding is made in the terms of § 2(a) 
(11) (D) of the act for reasons explained at 
length in a subsequent part of this opinion. 
See infra. 

86 Dayton has joined Morgan Stanley in 
challenging the validity of the rule. It is 
worthy of comment that, if the rule is valid, 
Dayton will be entitled to retain approximately 
$100,000 otherwise payable to Morgan Stanley 
as fees and commissions in respect of the bond 
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issue. Thus Dayton is taking a Heong which, 
if it is successful, will cost it $100,00 

37 Holding Company Act Release No. "1380. 

88 Section 20(a), 15 USCA § 79t, provides: 
“The Commission shall have authority from 
time to time to make, issue, amend, and re- 
scind such rules and regulations and such or- 
ders as it may deem necessary or appropriate 
to carry out the provisions of this title. ’ 

89 See the section of this opinion entitled 
“Application of the Rule to the Facts.” 
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sidiary public utility companies are 
subjected to excessive charges for 
services or enter into trans- 
actions in which evils result from an 
absence of arm’s-length bargaining or 
from restraint of free and independent 
competition,” and where there is a 
“lack of economies in the raising of 
capital.’’*° 

The transaction in question was the 
original issue and sale of bonds by 
Dayton to a syndicate headed by Mor- 
gan Stanley, for resale to the public. 
Involved in the transaction were (a) 
“charges for services’—the under- 
writing fees and commissions; (b) 
questions, hereinbefore discussed, con- 
cerning “arm’s-length bargaining” and 
“restraint of free and independent 
competition,” and (c) “economies (or 


a lack thereof) in the raising of capi- 
tal.” 

Not only did Congress advert to 
these problems in the statute, but it 
also provided for regulation of invest- 
ment banker relations with utilities.” 
That Congress had banker relation- 
ships in mind when it dealt with thef 
evils arising from financial transac-/) 
tions is made clear by the legislative ¥ 
materials on which the act was based." § 
For example, the report of The Na-f 
tional Power Policy Committee to the § 
President stated : ( 

“The growth of the holding com-¥ 
pany system has frequently been dic- 
tated by bankers’ schemes for security 
profits. Fundamentally, the 


holding company problem always has F 
been, and still is, as much a problem of 
regulating investment bankers as a7 





40 The suggestion has been made that the 
phrases quoted in the text from § 1(b) (2) 
do not have reference to the issue and sale 
of securities, which are partially dealt with 
in § 1(b) (1), and that the word “transac- 
tions” must refer to service contracts and the 
like since the emphasis therein is upon service, 
construction, and management charges. Sec- 
tion 2(a) (19) defines “service contract” as 
meaning “any contract, agreement, or under- 
standing whereby a person undertakes to sell 
or furnish, for a charge, any managerial, fi- 
nancial, legal, engineering, purchasing, market- 
ing, auditing, statistical, advertising, publicity, 
tax, research, or any other service, informa- 
tion, or data.” (Italics supplied.) The fore- 
going argument overlooks the fact that in the 
evidence before Congress in the enactment 
of the Holding Company Act, numerous in- 
stances were given where service contracts 
included exclusive underwriting. privileges in 
favor of holding companies, service companies, 
and banking houses controlling or controlled 
by system managements, and that not infre- 
quently subsidiary companies were caused to 
issue securities for the chief purpose of fur- 
nishing underwriting fees and commissions 
for the beneficiaries of such contracts. See, 
for example, the Federal Trade Commission’s 
report, loc. cit. supra, footnote 3; and see infra, 
footnote 43. The suggested interpretation al- 
so would have the effect of making meaningless 
the words “or enter into transactions” in § 1 
(b) (2), and would involve the assumption 
that Congress was less concerned with any ab- 
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sence of arm’s-length bargaining and free and 
independent competition in security underwrit- 
ings than in other types of transactions—an | 
assumption that is clearly untenable. 

41 This is illustrated by § 5(b) (2) (C), 
15 USCA § 79e, which requires that every 
registration statement shall contain, among oth- 
er things: 

“(C) the terms and underwriting arrange- 
ments under which their securities, during not 


more than the five preceding years, have been © 


offered to the public or otherwise disposed of 
and the relations of underwriters to, and their 
interest in, such companies.” 

Further evidence of Congress’ concern about 
the relations between investment bankers and 
companies subject to the act, is found in § 17 
(c) of the act, 15 USCA § 79q, which makes 7 
it unlawful for registered holding comnanies or | 
their subsidiaries to have as officers or di- 
rectors anyone connected with commercial or 
investment banking firms, “except in such 
cases as rules and regulations prescribed by 
the Commission may permit as not adversely 
affecting the public interest or the intereset of 
investors or consumers.’ 

42 “The meaning to be ascribed to an act of 
Congress can only be derived from a consid- 
ered weighing of every relevant aid to con- 
struction.” See United States v. Dickerson 
(1940) 310 US 554, 562, 84 L ed 1356, 60 
S Ct 1034; United States v. American Truck- 
ing Asso. (1940) 310 US 534, 84 L ed 1345, 35 
PUR(NS) 486, 60 S Ct 1059. 
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problam of regulating the power in- 
dustry.’’** 

The Federal Trade Commission, in 
its summary report on “Utility Corpo- 
rations,” stated: 

“Professional managements appar- 
ently often give greater attention to 


¥ the counsel of bankers than to the in- 


terests of widely scattered security 
holders who are the equitable owners 
of the companies so managed. F 

In the heyday of the holding company 
exploitation which was prior to the 
depression, investment bankers not 


@ only furnished financial aid when re- 


quested by holding companies but so- 
licited it and came to depend upon 
9944 
Representative Rayburn, one of the 
two principal sponsors of the act, dur- 


4 ing the course of debate in regard to 


this legislation on the floor of the 
House on June 27, 1935, said: 

- the banking houses control 
the holding companies which control 
the operating companies. One big 
banking house, through a company 
called ‘United Corporation,’ has an ar- 
rangement by which 8 or 10 of these 
big holding companies are tied togeth- 
er, so that more than one-fourth of the 
electric light companies in the entire 
United States are subject to that bank- 
ing influence.” 

The rule seeks to operate in the pub- 
lic interest and for the protection of 


investors in respect of each of these 
matters, by attempting to discourage 
transactions between interrelated is- 
suers and underwriters in the absence 
of competitive bidding. The method 
used by the rule is to limit severely the 
compensation that may be received by 
the related underwriter “unless there 
has been competitive bidding or such 
bidding was not practicable. Such a 
limitation, it was assumed, would de- 
stroy the incentives of such affiliates 
to play an important rdéle in negotiat- 
ing for and arranging the terms and 
conditions of the financing, thereby 
leaving that role to underwriters who 
would bargain at arm’s-length with 
the issuer.’’** 

The rule may be inadequate as a 
matter of practical regulation to ac- 
complish its objectives fully, for it 
does not in terms prohibit such trans- 
actions between related issuers and un- 
derwriters, but it is not invalid for 
that reason. The rule represents a 
logical step in regulation toward the 
end in view, and is not without a “ra- 
tional basis.”*" Thus, as long ago as 
1914 Congress enacted § 10 of the 
Clayton Act after the Pujo Committee 
had recommended that steps be taken 
“in the direction of releasing interstate 
railroad corporations from the con- 
trolof . . . issuing houses.’’** We 
adopted Rule U-12F-2 in recognition 
of the fact that the policy of §§ 1 (b) 





43 The report was attached to and submitted 
with the report on S. 2796 by the Senate 
Committee on Interstate Commerce, Sen. Rep. 
No. 621 (74th Cong. Ist Sess.). 

44Report of Federal Trade Commission 
made pursuant to S. Res. 83 (70th Cong. Ist 
Sess.) Part 72A, pp. 75, 76. Section 1(b) 
of the act refers to the facts disclosed in this 
report as a basis for the legislation. 

4579 Cong. Rec. 10318 

46 Chairman Frank in Re Consumers Power 
$s (1939) 6 SEC 444, 456, 33 PUR(NS) 321, 

Z 
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47 Such is the test of validity applied by the 
Supreme Court in United States v. Lowden 
(1939) 308 US 225, 84 L ed 208, 60 S Ct 
248. The power to impose terms and condi- 
tions under § 6(b) is, in fact, very similar to 
that of § 20(a) of the Interstate Commerce 
Act, pursuant to which the Interstate Com- 
merce Commission has required competitive 
bidding for equipment trust issues. 

Pujo Committee Report on Concentration 
of Control of Money and Credit, H. Rep. 1593, 
62d Cong. 3d. Sess. (1913) 150, 151. 
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(2), 1 (b) (5), and 12 (f) of the 
Holding Company Act was similar to 
that of § 10 of the Clayton Act, and 
that the procedure adopted by Con- 
gress for effectuating that policy in 
the case of railroads was equally 
adapted to its fulfilment in the case of 
gas and electric utilities and holding 
companies. 

That being so, it remains for us to 
inquire whether it is improper to im- 
pose such a condition under § 6 (b). 
At the outset it seems clear to us that, 
whatever the limitations may be on 
our power to impose conditions under 
§ 6 (b), we may impose such condi- 
tions as we find have “substantial war- 
rant in the applicable stand- 
ards of the act. 74 We 
think that the “arms’-length” and 
“economies” objectives of §§ 1 (b) 
(2) and 1 (b) (5) are standards 
which must be applied in determining 
the terms and conditions upon which 
an issue of securities shall be exempted 
under § 6 (b) Dayton and Morgan 
Stanley point out that the terms of 
§ 7 (d) require us to scrutinize the 
reasonableness of the fees and com- 
pensations paid to underwriters in 
transactions subject to § 7, and from 
this they argue that no similar scrutiny 
can be given by us to a transaction ex- 
empted under § 6 (b).® That matter, 
it is argued, is “one of the very subject 
matters from which the exemption 
purports to exempt.” In our opinion, 
the argument is based on a misappre- 
hension of the scope of § 6 (b), fora 
proper understanding of which that 


section must be examined in relation to 
§§ 6 (a) and 7. 

Section 6 (a) makes it unlawful for 
any registered holding company or 
subsidiary thereof to issue or sell se- 
curities or to alter the rights pertain- 
ing to outstanding securities except 


“in accordance with a declaration ef- § 
fective under § 7 and with the order | 


(of the Commission) under such sec- 


tion permitting such declaration to be- | 
Section 7 pre- f 
scribes certain requirements as to the | 
form and content of such declarations | 


come effective. 


and the procedure leading to our or- 


ders either permitting or refusing to 


permit them to become effective; and, 


in addition, it lays down substantive | 
standards governing our action in the | 
Thus, we must not permit a 7 


matter. 
declaration to become effective unless 
the proposed security is of a certain 


type or for certain purposes permitted 7 
by subsection (c) ; and if the security | 


passes those tests and it does not ap- 
pear that applicable state laws would 
be infringed, we must permit the dec- 
laration to become effective unless we 


find that the security fails to meet any 


one or more of six tests laid down by 
subsection (d). 

Section 6 (b) is designed to limit 
the scope of our scrutiny of security 
issues meeting certain specified condi- 
tions: it automatically exempts the 
issue and sale of certain securities 
from the prohibitions of § 6 (a), and 
establishes a means for us to exempt 
others therefrom where (among other 
things) their issue and sale have been 





49 See United States v. Chicago, M., St. P. 
@P. R.. Co, 282 US Sil, 324, oe L ed 359, 
PURI931B 314, 51 S Ct. 159. 

50 We have had occasion in numerous cases 
arising under § 6(b) to impose terms and con- 
ditions regarding fees and other compensation 
to be paid in connection with the sale of the 


securities involved. E. g., Re North American 
Edison Co. (1938) 3 SEC 1065; Re Con- 
necticut Light & P. Co. (1939) 5 SEC 706; 
Re Indiana & M. Electric Co. (1940) Holding 
Company Act Release No. 2156; Re Com 
monwealth & Southern Corp. (1941) Holding 
Company Act Release No. 2586. 
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expressly approved by a state Com- 
mission of competent jurisdiction. 

Before any action was taken by us, 
Dayton applied to the Ohio Public 
Utilities Commission and received, 
subject to certain conditions, the ap- 
proval of that body for the issue and 
sale of the bonds in question.” Thus, 
the questions before us on the Dayton 
issue arose out of the third sentence of 
§ 6 (b) which, so far as pertinent, 
reads as follows: 

“The Commission by rules and reg- 
ulations or order, subject to such terms 
and conditions as 1t deems appropriate 
in the public interest or for the protec- 
tion of investors or consumers, shall 
exempt from the provisions of subsec- 
tion (a) the issue or sale of any se- 
curity by any subsidiary company of a 
registered holding company, if the is- 
sue and sale of any such security are 
solely for the purpose of financing the 
business of such subsidiary company 
and have been expressly authorized by 
the state Commission of the state in 
which such subsidiary company is or- 
ganized and doing business. . . 
(Italics supplied. ) 

An exemption from § 6 (a) means 
that the securities need not be of the 
types or for the purposes specified in 
§ 7 (c), and need not meet the stand- 
ards of § 7 (d) with respect to capi- 
tal structure, earning power, appropri- 
ateness, reasonableness of fees, and 
the like, except to the extent that we 
deem terms and conditions in respect 
of these or other matters appropriate 
in the public interest or for the protec- 


tion of investors or consumers. But 
if the respondents argue that no con- 
dition can be imposed under § 6 (b) 
that touches on a matter dealt with in 
§ 7, then their argument becomes un- 
tenable; for § 7 (d) (6) contemplates 
our refusing to permit a declaration to 
become effective if we find that the 
“terms and conditions of the issue or 
sale of the security are detrimental to 
the public interest or the interest of in- 
vestors or consumers.” It would 
therefore be a logical consequence of 
their argument that we could impose 
no requirement under § 6 (b) that 
would prevent the terms and condi- 
tions of an issue or sale exempted 
thereunder from being “detrimental to 
the public interest or the interest of in- 
vestors or consumers’—in other 
words, that we are powerless to do 
what the express words of § 6(b) au- 
thorizes us to do. We cannot impute 
any such intention to Congress. 

We think it is plain that the rule is 
not invalid for lack of authority un- 
der §§ 20 (a) and 6 (b). That it is 
not an unreasonable or arbitrary exer- 
cise of the powers conferred by those 
sections is borne out, not only by the 
mandatory provisions of § 1, but also 
by the express recognition by the Unit- 
ed States Supreme Court of the “im- 
portant bearing” of “any relationship 
between the buyer and seller which 
tends to prevent arm’s-length dealing 

in a transaction. Natural Gas 
Pipeline Co. v. Slattery (1937) 302 
US 300, 307, 82 L ed 276, 21 PUR 
(NS) 255, 58 S Ct 199; cf. Taylor v. 





51 Order No. 11,237, January 19, 1940. The 
fact that the proposed transaction has been 
approved by a state Commission does not 
militate against our imposing further condi- 
tions, and indeed no objection is raised on that 
ground. The statute amply justifies and even 
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requires such action on our part. For a dis- 
cussion of the relations between state Commis- 
sions and this Commission, see Jerome N. 
Frank, SEC Respects State Jurisdiction 
(1940) 26 Public Utilities Fortnightly, p. 259. 
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Standard Gas & E. Co. (1939) 306 
US 307, 83 L ed 669, 59 S Ct 543; 
Pepper v. Litton (1939) 308 US 295, 
84 L ed 281, 60 S Ct 238. 

(2) Validity of the rule under 
§ 12 (f). 

Other objections relate to the scope 
and form of the rule. A principal ques- 
tion which was the subject of much 
discussion, but which we do not re- 
gard as of signal importance, was 
whether or not the rule is an “affilia- 
tion” rule within the contemplation of 
§ 12 (f). That section makes it un- 
lawful for any registered holding com- 
pany or subsidiary thereof—‘“‘to ne- 
gotiate, enter into, or take any step in 
the performance of any transaction 
not otheruise unlawful under this ti- 
tle, with any company in the same 
holding company system or with any 
affiliate of a company in such holding 
company system in contravention of 
such rules and regulations or orders 
regarding reports, accounts, costs, 
maintenance of competitive condi- 
tions, disclosure of interest, duration 
of contracts, and similar matters as 
the Commission deems necessary or 
appropriate in the public interest or 
for the protection of investors or 
consumers. .’ (Italics sup- 
plied. ) 

While we numbered the rule after 
this section of the act, our authority 
for promulgating it stemmed from a 
number of other sections as already 
noted. The rule applies to acquisitions 
of utility securities under § 10, and 
the disposal of utility securities owned 
by registered holding companies, un- 
der § 12 (d), as well as to the issue and 
sale of new utility securities under 
§§ 6(b) and 7. Rather than make a 
separate rule under each section in- 
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volved, it seemed logical to make one 
rule applicable to all of them and to 
give it a designation relating it to the 
general provisions of § 12 (f). 

But while we are of the opinion 
that the rule is valid under §§ 20 (a) 
and 6(b) without reference to 
§ 12 (£), we also think it is valid un- 
der that section. First, the rule ac- 
cords with the congressional intent 
expressed in § 12 (f) regarding 
“maintenance of competitive condi- 
tions”; and second, it is an “affiliate” 
rule within the purview of § 12 (f). 

Section 12 (f) has a wide scope, ap- 
plying by its own terms to “any trans- 
action not otherwise unlawful under 
this title .” between companies 
subject to the act and their affiliates. 
This and other sections of the statute, 
when they were originally before Con- 
gress for debate,®* contained the 
words “competitive bidding” where 
the phrase “maintenance of competi- 
tive conditions” now appears. 


This substitution of phrases was ac- 
complished through amendments pro- 
posed by Senator Barkley, who in 
urging their adoption said in the 
course of debate: 


“The use of the words ‘competitive 
bidding’ is rather restrictive, and 
would apply only in cases where there 
was a process of bidding which was 
intended or supposed to be competi- 
tive. The amendments broaden the 
language so as to substitute ‘mainte- 
nance of competitive conditions.’ 
That may go beyond the mere bidding 
for contracts and one thing and anoth- 
er of that sort.” 

And at a later time; Senator Bark- 


52S. 2796, 74th Cong. Ist Sess. 
5379 Cong. Rec. 8846. 
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ley, in referring to this amendment, 
said: 

: this is one of a series of 
amendments agreed to last Friday in 
order to make the language still 
broader. The language now written 
in the bill refers only to competitive 
bidding. This amendment would 
make it applicable to competitive con- 
ditions, and two other amendments of 
the same sort have already been agreed 
o°" 

No further comment on the lan- 
guage in question is found in the de- 
bates or elsewhere.” Thus it is plain 
that Congress not only contemplated 
rules which would maintain competi- 
tive conditions generally in the utility 
industry**—certainly not excluding 
security transactions—but expressly 
contemplated competitive bidding as 
one of the means of achieving that 


end. We have sought by our rule to 
maintain competitive conditions in se- 
curity transactions of utilities by a 
means short of universal competitive 
bidding. Considering the various sec- 
tions of the statute which contain the 


phrase “maintenance of competitive 
conditions,” in relation to the general 
scheme of regulation revealed in the 
entire act, it is apparent that in per- 
forming our broad duties in connec- 
tion with security issues of determin- 
ing terms and conditions that are nec- 
essary or appropriate in the public in- 


terest Congress intended to include, 
along with the more sweeping regula- 
tory powers, the power to impose 
whatever requirement the Commission 
might find necessary or appropriate 
to secure the “maintenance of competi- 
tive conditions.” 

That the rule is an “affiliate” rule 
under § 12 (f) is clearly so with re- 
spect to the first two subparagraphs of 
paragraph (a) of the rule, which reg- 
ulate the payment of underwriters’ and 
finders’ fees to 

“(1) Any company in the same 
holding company system as the appli- 
cant or declarant, or 

“(2) Any affiliate of the applicant 
or declarant, or of a company of which 
the applicant or declarant is a subsidi- 
ary. _ 

But this proceeding arises under 
paragraph (a) (3), and respondents 
argue that the relationship contemplat- 
ed therein is something other than af- 
filiation, and is a relationship not rec- 
ognized anywhere in the act. This 
paragraph regulates the payment of an 
underwriter’s or finder’s fee to— 

“(3) Any person who the Commis- 
sion finds stands in such relationship 
to the declarant or applicant 
that there is liable to be or to have 
been an absence of arm’s-length bar- 
gaining with respect to the transac- 
tion. = 


It provides for notice and opportu- 





5479 Cong. Rec. 8931. 

55 The Senate Report (Sen. Rep. No. 621, 
74th Cong. Ist Sess.) summarizes the provi- 
sions and follows the original language of Ss. 
2796, without commenting on the phrase, “com- 
petitive bidding.” The House Report (H. R. 
Rep. No. 1318, 74th Cong. Ist Sess.) on the 
committee substitute bill, which was not sub- 
mitted until nearly three weeks after the 
Barkley amendments had been agreed to in 
the Senate, contains comments indicating that 
the original phrase, “competitive bidding,” in 
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the affected sections, had been retained. This, 
however, was undoubtedly due to the fact that 
other matters, especially § 11, were the sub- 
ject of more detailed consideration. The final 
Conference Report (H. R. Rep. No. 1903, 74th 
Cong. ist Sess.), of course, shows the text 
as affected by the Barkley «mendments. 

56 Tt is noteworthy that the maintenance of 
market competition is in the American tradi- 
tion—Congress having declared such a policy 
as long ago as 1890 when it passed the Sher- 
man Antitrust Act. 
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nity for hearing in any case, and for 
advisory opinions to be rendered by 
us after hearing in advance of any 
issue, sale or acquisition, upon appli- 
cation therefor by interested persons. 
The paragraph concludes: 

“Except for purposes of this rule, 
a finding by the Commission under 
this paragraph shall not constitute a 
finding for purposes of § 2 (a) (11) 
(D) of the act.” 

The obvious implication of the con- 
cluding sentence is that for the pur- 
poses of the rule, a finding that the 
described relationship exists is a find- 
ing of the relationship defined in § 2 
(a) (11) (D) of the act, i. e., a find- 
ing of affiliation. Our finding in this 
case gives full recognition to the tests 
laid down in § 2 (a) (11) (D). 

(3) Validity of the rule under 
§ 2 (a) (11) (D). 

Respondents have argued that the 
rule is invalid because of its failure 
to incorporate all of the standards 
laid down in § 2 (a) (11) (D).” Ad- 
mittedly, the standards of § 2 (a) 
(11) (D) for determining affilia- 
tion might have been spelled out in 
paragraph (a) (3) of the rule, but 
that was unnecessary inasmuch as we 
incorporated such standards by ref- 
erence therein to § 2 (a) (11) (D). 
Not only does the rule itself incorpo- 
rate by reference the standards of 
§ 2 (a) (11) (D), but we have in- 
terpreted our rule to the same effect by 
applying these standards in making 
our ultimate finding under the rule.®® 


Although respondents suggested at 
the argument that they had not had 
adequate notice to this effect and that 
if such notice had been given them, 
they would have introduced further 
evidence, they subsequently, by let- 
ters addresed to this Commission, 
withdrew such objection and declined 
our offer to permit them to present 
further evidence. 

In this connection respondents urge 
that paragraph (a) (3) is deficient be- 
cause, if a finding thereunder is (for 
purposes of the rule) a finding under 
§ 2 (a) (11) (D), we exceeded our 
authority in two respects: first, we 
have no right (it was argued) to limit 
the effect of such a finding by rule, but 
must make a finding of affiliation for 
all purposes or none; and second, para- 
graph (a) (3) does not provide for a 
30-day grace period such as is required 
by § 2 (b) with respect to orders de- 
claring persons to be affiliates under 
§ 2 (a) (11) (D). In our opinion, 
neither of these points is well taken. 

In view of the last sentence of para- 
graph (a) (3) of the rule, a finding 
that the described relationship exists 
is tantamount to a finding under § 2 
(a) (11) (D) except that the under- 
writer is made subject only to the ob- 
ligations, duties, and liabilities im- 
posed by the act and the rule upon af- 
filiates in respect of underwriting 
functions—not affiliates for the gen- 
eral purposes set forth in the act. In 
effect, therefore, the rule operates so 
as to exempt an underwriter like Mor- 





57 These standards relate to the degree of 
absence of arm’s-length bargaining between the 
person in question and the specified company. 
Section 2(a) (11) (D) contemplates that af- 
filiation shall not be found unless there is lia- 
ble to be “such an absence” of arm’s-length 
bargaining as to make it “necessary or ap- 
propriate in the public interest or for the pro- 


tection of investors or consumers that such 
person be subject to the obligations, duties, and 
liabilities imposed in this title upon affiliates of 
a company.” 

58 See supra. See also Re Consumers Pow- 
er Co. (1939) 6 SEC 444, 456, 33 PUR(NS) 
321. 
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gan Stanley from such obligations, 
duties, and liabilities of affiliates as 
are not peculiar to the underwriting 
business or not pertinent to the prob- 
lems which the rule is designed to meet 
and the evils which it is intended to 
eliminate. Such partial exemption is 
not only fair and reasonable from a 
practical point of view ; it is well with- 
7 in our powers under the act. Section 
4 20 (c) provides in part: 

4 @6“For the purposes of its rules, regu- 
7 lations, or orders the Commission may 
classify persons and matters within its 
@ jurisdiction and prescribe different re- 
|] quirements for different classes of per- 
sons or matters.” 

And § 3 (d) provides: 

“(d) The Commission may, by 
rules and regulations, conditionally or 
Wj unconditionally exempt any specified 
a class or classes of persons from the ob- 
4] ligations, duties, or liabilities imposed 
4 upon such persons as subsidiary com- 
] panies or affiliates under any provision 
| or provisions of this title, and may 
provide within the extent of any such 
exemption that such specified class or 
classes of persons shall not be deemed 
] subsidiary companies or affiliates with- 
7 in the meaning of any such provision 
4 or provisions, if and to the extent that 
7] it deems the exemption necessary or 
7 appropriate in the public interest or for 
7 the protection of investors or consum- 
ers and not contrary to the purposes of 
this title.” 

Morgan Stanley also objected at the 
argument to another limitation, which 
we do not believe is in the rule. This 
objection was that the rule seeks to 
create a status for the purpose of one 
transaction only, rather than a status 
that continues until terminated by our 
further order. The scheme of the act 
(11) 
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calls for the continuation of a status 
once found, in the case of an electric 
or gas utility, a holding company, a 
subsidiary company, or an affiliate, 
until this Commission acts by order 
(after notice and opportunity for 
hearing) to revoke the order which 
declared the status to exist.*® It was 
presumably the legislative intent to so 
provide in order to remove uncertain- 
ties as to status ander the act, and to 
avoid multiple proceedings for the 
redetermination thereof with respect 
to recurring transactions. 

The rule, however, does not purport 
to create an ephemeral status to be re- 
litigated in recurring transactions. A 
finding which establishes the relation- 
ship of an affiliated underwriter of a 
specified company is, as we have 
pointed out, a finding under § 2 (a) 
(11) (D) for the purpose of the rule; 
and while it is based on the relation- 
ship existing at the time of the pro- 
posed underwriting transaction, the 
status thereby created does not termi- 
nate with the transaction. Once es- 
tablished, the status of affiliation con- 
tinues in effect for purposes of subse- 
quent transactions under the rule, and 
is automatically operative as to such 
transactions under paragraph (a) (2) 
of the rule, without any necessity to re- 
litigate the question. The rule, and 
§ 2 (b) itself, provide adequate 
machinery for terminating such a sta- 
tus by further order in the event that 
the circumstances which gave rise to 
the original finding and declaratory or- 
der no longer exist. 

In regard to the 30-day deferment 
period the objection, in substance, is 
that the rule does not specifically in- 


59 FE. g., §§ 2(a) (3), 2(a) (4), 2(b), 5(d), 
and 13(d). 
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corporate the provisions of § 2 (b) 
that the order issued upon the finding 
of a relationship under the rule “shall 
not become effective for at least thirty 
days after the mailing of a copy there- 
of to the person thereby declared to be 

(an) affiliate.’ We think, 
however, that it is neither necessary 
nor appropriate to copy into a rule all 
statutory provisions that are or might 
be applicable to its execution. If § 2 
(b) is applicable here, it is applicable 
by force of the statute itself and would 
not gain or lose force according to 
whether or not its terms are repeated 
in the rule. 


In this particular case the 30-day 
deferment required by § 2 (b) and by 
our rule has been waived by the re- 
spondents on the request of Morgan 
Stanley, in which Dayton concurred, 
that the issues raised in the § 6 (b) 


application be considered and deter- 
mined apart from this proceeding in 
order that the proposed bond issue 
might be made without delay. This 
request was accompanied by a so- 
called impounding offer whereby it 
was agreed that Morgan Stanley 
would pay over to Dayton that amount 
of underwriting fees, commissions, or 
other compensation as defined, by the 
rule, to which it would otherwise be 
entitled in respect of the bonds in 
question, if a final order adverse to 
Morgan Stanley should be entered 
herein and sustained on any appeal 
taken therefrom. We granted the 
§ 6(b) application on the express con- 
dition that the terms of such offer be 


observed.” It is therefore apparent 
that our order herein will be operative 
as to the fees in respect to the Dayton 
bond issue of 1940. The respondents 


are, by their agreement, estopped tof 


assert that the deferment provision is 
applicable in this case. 

Nevertheless, it is argued by re- 
spondents that in the ordinary case, 
without such an arrangement, the rule 


would be unworkable and is invalid} 
owing to the deferment provision of} 
§ 2 (b). We cannot agree that the? 
rule would be unworkable even in such ff 
The rule provides, as we have f 
already noted, that application may bef) 
made for an advisory opinion on thef 
status of an underwriter in relation tol 
a specified company at any time andi 
dass 
Anticipatory determination F 
of the affiliate status would enable 30- fq con 
day notice without retarding the secu-[ 
rity issue itself. But even where this) 
procedure is not followed the rule can§ 
still operate. Suppose that, as in this 
case, the first official notice of an is-f 


a case. 


well in advance of any proposed trans- 
action. 


suer’s intention to employ a particular 


filing of the issuer’s application under 
§ 6 (b): it would first be our duty to 


consider whether reasonable grounds ¥ 


existed for a proceeding under para- 
graph (a) (3). : on 
basis of our preliminary investigation, 
we issued an order to show cause un- 


(in the absence of an arrangement 
such as we have here) to withhold ac- 





60 Re Dayton Power & Light Co. (1940) 6 
SEC 787, 33 PUR(NS) 98. 

61 There are many authorities to the effect 
that one cannot object to the validity of a pro- 
vision which has not subjected him either to 
injury or to embarrassment. E. g. Heald v. 
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District of Columbia (1922) 259 US 114, 123, 
66 L ed 852, 42 S Ct 434; Utah Power & Light 
Co. v. Pfost vag 286 US 165, 186, 76 
L ed 1038, 52 S Ct 548. 

62. g. Re Halsey, Stuart & Co. (1939) 5 
SEC 865. 
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tion on the § 6 (b) application until 
the final decision on the relationship 
question under the rule, and for thirty 
days after mailing a copy of the order 
thereon to the underwriter if the re- 
lationship in question were found to 
exist. This procedure would not dis- 
rupt any contract rights or obligations 
between issuer and underwriter. The 
proposed underwriting contract is 
drafted and submitted with the 
| $6 (b) application, but is rarely, if 
ever, executed before the exemption 
order is entered. The 30-day defer- 
| ment period under § 2 (b) was doubt- 
less intended to afford time for the re- 
|] arrangement of business affairs by the 
J person whose status is declared by the 
M order issued, but cannot be regarded 
7 as sanctioning the undertaking of new 
| obligations or the acquisition of new 
contract rights which would circum- 
Fvent our rules and orders under the 


# act. 


Indeed, the procedure suggested 
3 above would seem to be essential (in 
J the absence of an advance application 
7 for an advisory opinion or an arrange- 
] ment such as we have here) wherever 
4] determination of the status of a pro- 
posed underwriter is involved. As a 
practical matter, it would not be feasi- 
J ble for us to institute wholesale pro- 
| ceedings under § 2 (a) (11) (D) to 
(determine relationships between all 
| possible underwriters and issuers un- 
Ader the act without reference to pro- 
7 posed financial transactions, and with- 
out knowing whether the issues so 
raised will ever be anything more than 
academic questions. And even if 
wholesale determinations of that char- 
acter were feasible, they would im- 
pose an intolerable and needless bur- 
den on investment bankers and utility 
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companies as well as on this Commis- 
sion. 

We conclude that the rule is valid 
and is properly applied in this case. 

An order will issue in accordance 
with this opinion. Provided, howev- 
er, that the order shall not be entered 
for a period of ten days from the date 
of our findings and opinion herein in 
order to permit respondents, or either 
of them, to make application for a re- 
opening of the hearing with respect to 
certain facts regarding the financing 
of subsidiaries of the Commonwealth 
and Southern Corporation, as herein- 
before indicated ;* and provided fur- 
ther, that if such an application is 
made, within the aforesaid ten days, 
the hearing will be reopened for such 
purpose, in which event no order will 
be entered until the reopened hearing 
has been closed and we have made a 
further determination, based upon the 
evidence, if any, then produced. 


ORDER 


An application having been filed by 
the Dayton Power and Light Com- 
pany (a subsidiary of Columbia Gas 
& Electric Corporation and the United 
Corporation, both holding companies 
registered under the Public Utility 
Holding Company Act 1935), for an 
order pursuant to § 6 (b) of said act, 
15 USCA § 79f exempting from the 
provisions of § 6 (a) thereof the is- 
sue and sale by said applicant of $25,- 
000,000 principal amount of first 
mortgage bonds, 3 per cent series due 
1970, to underwriters for resale to the 
public; which application was subse- 
quently granted by an order of the 
Commission entered the 7th day of 
February, 1940, upon the terms and 
conditions specified in said order ; 
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It appearing from said application 
that Morgan Stanley & Co. Incorpor- 
ated was one of the underwriters to 
whom said applicant proposed to sell 
said bonds, and that the underwriting 
participation of said Morgan Stanley 
& Co. Incorporated was to be in excess 
of 5 per cent of the total offering ; 

A proceeding pursuant to paragraph 
(a) (3) of Rule U-12F-2 promul- 
gated under said act, having been in- 
stituted by the issuance of an order to 
show cause addressed to said appli- 
cant and said Morgan Stanley & Co. 
Incorporated; and jurisdiction to de- 
termine the issues in this matter having 
been reserved as a condition of the 
order exempting the issue and sale of 
said bonds ; 


A hearing and oral argument having 
been held and briefs filed in respect of 
the issues raised by said order to show 
cause; and the Commission having 
found, subject to the right of appli- 
cant and Morgan Stanley & Co. Incor- 
porated to reopen the record for spec- 
ified purposes, all as set forth in its 
findings and opinion filed herein the 
27th day of March, 1941, that said 
Morgan Stanley & Co. Incorporated 
stands in such relation to said appli- 
cant that there is liable to have been 
such an absence of arm’s-length bar- 
gaining between them, with respect to 
the issue and sale of the aforesaid 
bonds, as to make it necessary and ap- 
propriate in the public interest and 
for the protection of investors and con- 
sumers that said Morgan Stanley & 
Co. Incorporated be subject to the ob- 
ligations, duties, and liabilities imposed 
upon affiliates of a company by said 
act, but as limited by paragraph (a) 
(3) of Rule U-12F-2; a final order 
having been withheld for at least ten 
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days to afford opportunity for reopen- 
ing the record as aforesaid ; 

Morgan Stanley & Co. Incorporated } 
having taken advantage of its oppor- 
tunity to reopen the record herein and 
having offered in evidence a stipulation 
dated April 10, 1941, signed by counsel 
for said applicant and said Morgan § 


Stanley & Co. Incorporated, and by i 


counsel for the Public Utilities Divi- § 
sion of the Commission, regarding the f 
financing done by the Commonwealth f 
& Southern system through public sale [ 
or private placement (exclusive of in- F 
trasystem financing) from September § 
1, 1935, to March 1, 1940, which stip- | 
ulation has been duly received in evi- | 
dence and made a part of the record 
with the same effect as if counsel for | 
said applicant and for said Morgan 
Stanley & Co. Incorporated had ob- 
jected to its introduction on the ground J 
that it was immaterial and irrelevant, 7 
and such objections had been overruled [7 
and objections duly taken ; : 

The Commission finding that the F 
facts set forth in said stipulation re- 
garding the financing of the Common- 
wealth & Southern Corporation sys- | 
tem are the same as those of which it Jj 
took notice in rendering its findings 7 
and opinion aforesaid, and that said F 
findings and opinion are correct and 
should be made final; now, therefore, f 
it is 3 
Ordered, that Morgan Stanley & f 


Co. Incorporated be and it hereby is Ji 


declared to be an affiliate of the Day- 
ton Power and Light Company under 
clause (D) of paragraph (11) of § 2 
(a) of the Public Utility Holding 
Company Act of 1935, 15 USCA 
§ 79b, but only for the purposes of 
Rule U-12F-2 promulgated under 
said act; 
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Ordered further, that no underwrit- 
ing fees, commissions, or other com- 
pensation deriving from the issue and 
sale of the aforesaid bonds, in accord- 
ance with the requirements of Rule 
U-12F-2 and the impounding agree- 
ment referred to in the Commission’s 
fnding and opinion herein, be retained 
by, or directly or indirectly paid to 


said Morgan Stanley & Co. Incorpor- 
ated; and it is 

Ordered further, that said the Day- 
ton Power and Light Company within 
fifteen days after the date of this or- 
der file with the Commission a cer- 
tificate of notification of compliance 
which shall set forth the amount re- 
ceived by it in accordance with the 
provisions hereof. 





CALIFORNIA RAILROAD COMMISSION 


Re Associated Water Company et al. 


[Decision No. 33818, Application No. 23906.] 


Certificates of convenience and necessity, § 63 — When required — Purchaser of 
system — Operation prior to statute. 

The purchaser of a water system operated since prior to the effective date 

of the Public Utilities Act need not obtain a certificate of convenience and 

necessity, since the right to operate the system is transferable and will be ac- 


quired by the new owner. 


{January 21, 1941.] 


PPLICATION for authority to transfer water properties; 


granted, 


By the Commission: The Com- 


@ mission is asked to enter its order au- 
@thorizing Associated Water Company 


to transfer to McKittrick Water Com- 


pany the properties described in the 


deed filed in this proceeding, to author- 


| ze McKittrick Water Company to is- 


sue in payment for said properties $1,- 
000 par value of common stock, and 
to enter into an agreement for the pur- 
chase of water from Tide Water Asso- 
ciated Oil Company. 

Tide Water. Associated Oil Com- 
pany, through stock ownership, con- 
trols. Associated Water Company, a 
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public utility, serving with water the 
area in and around the town of Mc- 
Kittrick, Kern county, California. 
By Decision No. 33388, dated July 
30, 1940, in Application No. 23571, 
the Commission authorized Associat- 
ed Water Company to enter into an 
agreement in, or substantially in, the 
same form as the agreement of June 
28, 1940, filed in said Application No. 
23571. That agreement was signed by 
the Associated Water Company, the 
Tide Water Associated Oil Company, 
and by Donald Jackson, L. C. Graham, 
W. C. Robertson, E. H. Hillary, Fred 
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Ehlers, Sr., and Phil R. McCormick, 
representing consumers of water in 
and around the town of McKittrick. 
The agreement has as its objective the 
transfer to a new corporation, to be 
controlled by consumers of water in 
and around McKittrick, of some of the 
public utility water properties of Asso- 
ciated Water Company, and the pur- 
chase of water by the new corporation 
from Tide Water Associated Oil Com- 
pany. 

McKittrick Water Company has 
been organized under the laws of Cal- 
ifornia. It agrees to perform all the 
terms and conditions which are placed 
upon the “new company” in said agree- 
ment of June 28, 1940. The Associat- 
ed Water Company will transfer to 
McKittrick Water Company the fol- 
lowing property : 

All portions of the water line, be- 
ginning at the point known as the Olig 
School cutoff, as are delineated in red 
on the map attached to the deed on file 
in this proceeding, together with all 
easements and rights of way for said 
line and all meters on said portions 
of said line and the tank described and 
marked on said map in red as Sham- 
rock tank, and an additional tank, cap- 
able of containing approximately 1,- 
700 barrels, to be installed at a point 
selected by the water company at or 
near said Shamrock tank, together 
with all and singular the appurte- 
nances and privileges thereunto ap- 
pertaining. 

The McKittrick Water Company 
agrees to deliver to Associated Water 
Company in payment for said prop- 
erties, 1,000 shares of its common 
capital stock of the par value of $1 
per share. Subsequent to the trans- 
fer of said properties, Tide Water As- 
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sociated Oil Company will cause Asso- 
ciated Water Company to be dissolved. 
Upon becoming the owner of said 
1,000 shares of stock of McKittrick 
Water Company, Tide Water Asso- 
ciated Oil Company, will assign said 
1,000 shares of stock to the “con-} 
sumers” named in the agreement off 
June 28, 1940, as tenants in common. f 
There is filed in this proceeding a} 
copy of an agreement defining thel 
terms and conditions under which 
Tide Water Associated Oil Company | 
will sell water to McKittrick Water] 
Company. Said terms-and conditions | 
are the same as those contained in said 
agreement of June 28, 1940. Tide} 
Water Associated Oil Company will? 
sell and deliver from present wells] 
situate on the land described in the/ 
agreement, to McKittrick Water Com-/] 
pany not exceeding 900,000 gallons} 
per month at one-forty-eighth cent per |] 
gallon. Under certain conditions, Mc-f 
Kittrick Water Company can obtain? 
additional water from Tide Water As- | 
sociated Oil Company. The McKit-j) 
trick Water Company is by the agree-[ 
ment permitted to obtain its full water |) 
requirements from other sources. Iff 
it chooses to do so, the agreement shall 7 
ipso facto cease and terminate. : 
It is of record that the Associated | 
Water Company and its predecessor 
in interest have operated a public util- 
ity water system in, and in the vicinity § Z 
of, McKittrick prior to the effective) 
date of the Public Utilities Act. It} 
was, therefore, not deemed necessary 
at the time of the organization of the 
Associated Water Company to grant) 
said Associated Water Company a cer- 
tificate of public convenience and ne-J 
cessity. Neither do we consider it 
necessary that we now grant such a 
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certificate to the McKittrick Water 
Company. The right to operate a 
water system at McKittrick and in its 
vicinity is transferable and will be ac- 
quired by the McKittrick Water Com- 
pany. 
@ By Decision No. 32056, dated June 
6, 1939, in Case No. 4274, and in Ap- 


- [plication No. 21768, as amended by 


A Decision No. 32110, dated June 27, 


1939, the Commission fixed the rates 
which the Associated Water Company 
may charge for water in McKittrick 
and vicinity. The order in this pro- 
ceeding will require the McKittrick 
Water Company to file with the Com- 
mission the same rates. If it desires 
to put into effect a different rate 
schedule, it should apply for the neces- 
sary authority to do so. 





OHIO SUPREME COURT 


State ex rel. Brainard, Director of Law 


McConnaughey et al. 


[No. 28379.] 
(— Ohio St —, 30 NE(2d) 699.) 


Ba Appeal and review, § 82 — Appeals to Commission — Ordinance rates. 

1. The statutes providing that if the Commission finds a utility rate fixed 
by ordinance to be unreasonable, it shall determine the just rate to be 
charged during the period so fixed by ordinance (which shall not be less 
than two years) and order the same to be substituted therefor, merely 
means that if the Commission, upon appeal from a rate-making ordinance, 
finds the rate to be unjust and fixes a rate to be substituted therefor, such 
rate shall be in effect for a period of not less than two years, notwith- 
standing the fact that the ordinance fixed a rate for a period of less than 


two years, p. 169. 


Appeal and review, § 2 — Powers of legislature — Constitutional limits — Mu- 


nicipal home rule. 


2. The Public Utilities Act, in vesting the Commission with appellate ju- 
risdiction over rate-making ordinances, does not unconstitutionally infringe 
upon or interfere with municipal home rule, p. 170. 

Rates, § 14 — Regulation — State police powers. 

3. Regulation of public utility rates falls within the police powers of the 


state, p. 170. 


Appeal and review, § 82 — Commission jurisdiction — Ordinance rates. 


4. The Commission has jurisdiction over complaints and appeals from mu- 
nicipal ordinances fixing rates for public utility service for periods of less 


than two years, p. 170. 


[December 18, 1940.] 
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ETITION for writ of prohibition restraining Commission 

P from proceeding with hearing on appeal from rate ordinance 

on ground that it lacks jurisdiction and both parties demur; 
demurrers sustained and writ denied. 


On May 22, 1939, the council of the 
city of Cleveland passed Ordinance 
No. 644-A-39, regulating and fixing 
the price and terms upon which nat- 
ural gas should be furnished in the 
city for the period commencing on 
July 1, 1939, and ending on January 
1, 1940. On November 20, 1939, the 
council passed Ordinance No. 1776- 
39, setting forth the price and terms 
upon which natural gas should be fur- 
nished for the period commencing on 
January 1, 1940, and terminating on 
July 1, 1940. On May 20, 1940, the 
council passed Ordinance No. 898-40, 
setting forth the price and terms upon 
which natural gas should be furnished 
for the period commencing on June 
30, 1940, and ending on January 1, 
1941. The East Ohio Gas Company 
filed appeals from each of these ordi- 
nances with the Public Utilities Com- 
mission of Ohio. 

The city of Cleveland filed motions 
with the Commission for the dismissal 
of the appeals on the ground that the 
Commission lacked jurisdiction to 
hear appeals from municipal rate ordi- 
nances which cover terms of less than 
two years. The motions were over- 
ruled and the appeals were consolidat- 
ed. After a date for hearing thereon 
had been fixed by the Commission, the 
city filed a petition in this court, pray- 
ing for a writ of prohibition restrain- 
ing the Commission from proceeding 
with the hearing on the appeal on the 
ground that it lacked jurisdiction 
thereof. 
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we 


The East Ohio Gas Company was 
made a party defendant to this action 
upon its own application and with the 
consent of the city. 

Both the East Ohio Gas Company 
and the Commission demurred to this 
petition on the ground that it does not | 
set forth facts sufficient to constitute 
a cause of action. 


APPEARANCES: Henry S. Brain- 
ard, Director of Law, and Spencer W. § 


Reeder, both of Cleveland, and James @ ; 


W. Huffman, of Columbus, for 
relator; Thomas J. Herbert, Attorney § 
General, and Kenneth L. Sater, of Co- 
lumbus, for respondents; Jones, Day, § 
Cockley & Reavis, Walter J. Milde, j 
and Theodore R. Colborn, all of} 
Cleveland, for East Ohio Gas Co. 


By the Court: The issue pre-| 
sented by the petition and the de-| 
murrers thereto is whether the Pub-j 
lic Utilities Commission of Ohio, is, 
by statute, vested with jurisdiction to | 
hear appeals from municipal ordinan- 
ces fixing the rate to be charged for a 
public utility commodity or service § 
for periods of less than two years. Ff 

It is the contention of the city that J 


under the provisions of § 614-46, 


General Code, there is withheld from 
the Commission all jurisdiction over 
appeals from ordinances fixing rates 
for less than a 2-year period. The 
East Ohio Gas Company, on the other 
hand, contends that the Commission 
has jurisdiction to review, on appeal. 
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STATE EX REL. BRAINARD v. McCONNAUGHEY 


any rate-making ordinance which the 
city is authorized to pass. 

With respect to the power of mu- 
nicipalities to enact public utility rate- 
making ordinances, we find, in § 3982, 
General Code, the provision that: 
“The council of a municipality in 
which electric lighting companies, nat- 
ural or artificial gas companies, gas 
light or coke companies, or companies 
for supplying water for public or pri- 
vate consumption, are established, or 
into which their wires, mains or pipes 
are conducted, may regulate from 
time to time the price which such com- 
panies may charge for electric light, 
or for gas for lighting or fuel pur- 
Such companies shall 
in no event charge more for electric 
light, natural or artificial gas, or wa- 
ter, furnished to such corporation or 
individuals, than the price specified by 
ordinance of council.” 

In § 61444, General Code, we find 
the provision that: “Any municipal 
corporation in which any public utility 


@ is established may, by ordinance, at 


any time within one year before the 
expiration of any contract entered into 
under the provisions of §§ 3644, 
3982, and 3983 of the General Code 
between the municipality and such 
public utility with request [respect] to 
the rate, price, charge, toll, or rental 
to be made, charged, demanded, col- 
lected, or exacted, for any commodity, 
utility, or service by such public util- 
ity, or at any time authorized by law 
proceed to fix the price, rate, charge, 
toll, or rental that such public utility 
may charge, demand, exact, or collect 
therefor for an ensuing period, as pro- 
vided in §§ 3644, 3982, and 3983 of 
the General Code.” 


[1] It will be observed that under 
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the provisions of § 3982, General 
Code, a municipal council is author- 
ized to “regulate from time to time the 
price” which a public utility may 
charge for its commodity or service, 
and that under the provisions of 
§ 61444, General Code, a municipal 
corporation is authorized, “at any 
time within one year before the ex- 
piration” of its public utility rate con- 
tract, to fix by ordinance the rate to 
be charged “for an’ ensuing period.” 
It must furiher be observed that the 
phrase “ensuing period” implies no 
minimum. 

With respect to the authority of the 
Public Utilities Commission to hear 
complaints against such ordinances, 
we find that § 61444, General Code, 
further provides that “the Commis- 
sion, upon complaint in writing, of 
such public utilities, or upon complaint 
of one per centum of the electors of 
such municipal corporation, which 
complaints shall be filed within sixty 
days after the passage of such ordi- 
nance, shall give thirty days’ notice of 
the filing and pendency of such com- 
plaint to the public utility and the 
mayor of such municipality, of the 
time and place of the hearing thereof, 
and which shall plainly state the mat- 
ters and things complained of.” 

In other words, under the last-quot- 
ed provision, the Commission is vest- 
ed with authority, upon complaint, to 
review any rate-making ordinance 
which a municipality is empowered to 
pass. 

Is this authority of the Commis- 
sion in any way limited or impaired by 
the provisions of § 61446, General 
Code? It is therein provided: “If the 
Commission, after such hearing, shall 
be of the opinion that the rate, price, 
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charge, toll, or rental, so fixed by or- 
dinance is or will be unjust or unrea- 
sonable, or insufficient to yield rea- 
sonable compensation for the service, 
the Commission shall fix and 
determine the just and reasonable rate, 
price, charge, toll, or rental to be 
charged, demanded, exacted, or col- 
lected by such public utility, during the 
period so fixed by ordinance which 
shall not be less than two years, and 
order the same substituted for the 
rate, price, charge, toll, or rental so 
fixed by ordinance or the Commission 
may find and declare that the rate, 
price, charge, toll or rental, so fixed by 
ordinance, is just and reasonable, and 
ratify and confirm the same.”  (Ital- 
ics ours. ) 

The language “which shall not be 
less than two years” requires construc- 
tion. The city attributes to it the 


meaning that rate-fixing ordinances 
covering a period less than two years 
are withdrawn from the jurisdiction 


of the Commission. The gas compa- 
ny contends that the above-quoted 
language, reasonably construed, must 
be held to mean merely that the order 
of the Commission fixing a rate in 
substitution for that fixed by ordi- 
nance shall be effective for a period 
or not less than two years. We are 
inclined to the latter view. It cannot 
reasonably be said that the legislature 
intended or even contemplated permit- 
ting a municipality to escape the juris- 
diction of the Commission by passing 
successive rate-fixing ordinances cov- 
ering periods of less than two years. 
To hold otherwise would be to say 
that, by the mere employment of that 
device, not only are public utilities de- 
nied the right to appeal to the Com- 
mission from such ordinances, but 
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that the electors of the municipality 
concerned are likewise denied the right 
to appeal to the Commission, notwith- | 
standing the fact that an overgenerous 
or indifferent council arbitrarily fixes 
rates which are too high. True, re- 
course could still be had to the courts 
to have such ordinances declared in- J 
valid. However, that would involve § 
ever-recurring and expensive litiga- 
tion emanating from the same com-} 
munity and involving the same sub-§ 
ject matter, and the rate would still 
remain unfixed, for it is not within § 
the power of the courts to establish § 
utility rates. These were among the 
very evils which the legislature sought 
to eradicate by the original enactment 
of the Ohio Public Utilities Act. It § 
cannot reasonably be said, therefore, 7 
that in the use of the disputed lan- | 
guage the legislature intended to re- | 
store them. 
It is our opinion that the above- / 
quoted language here in dispute mere- | 
ly means that if an appeal is prosecut- | 
ed to the Public Utilities Commission J 
from a rate-making ordinance, and if, § 
upon such appeal, the Commission 7 
finds the ordinance rates to be unjust § 
and unreasonable and fixes a rate § 
which it deems to be just and reason- § 
able, such rate, so fixed by the Com- § 
mission, shall be in effect for a period § 
of not less than two years, notwith- § 
standing the fact that the ordinance § 
fixed a rate for a period less than two § 
years. : 
[2-4] The city further argues that 
the ordinances here involved were 
passed under the city’s powers of 
home rule; that under the provisions 
of § 3, Art. XVIII of the Constitu- 
tion, the exercise of these powers need 
not conform to the general law; and 
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that since fixing the term of a rate 
ordinance falls within the powers of 
municipal self-government, therefore 
compliance with general law is not 
necessary. 

Section 3, Art. XVIII of the Con- 
sitution, provides that: “Municipal- 
ities shall have authority to exercise 
all powers of local self-government 
and to adopt and enforce within their 
limits such local police, sanitary and 
other similar regulations, as are not 


Regulation of public utility rates 
falls within the police powers of the 
state. 

“Tt is not only conceded, but insist- 


tment )g cd by counsel for the city of Cleve- 


t. Tt @g land, that the authority to fix rates 
efore, | 
1 lan- § 


to re- |g public utility is an exercise of police 


¥ power. 
tbove- 7 
mere- § 
secut- © 


that may be charged for service ren- 
dered or commodity furnished by a 


“This is necessarily true. If it were 
not, then neither the city nor the state 
would have authority to fix such 


rates.” Cleveland Teleph. Co. v. 
Cleveland (1918) 98 Ohio St 358, 
360, PURI1919C 136, 139, 121 NE 
701, 702. 

The state has not been divested 
of this power by the adoption of the 
constitutional home-rule provision. 
In vesting the Public Utilities Com- 
mission with appellate jurisdiction 
over rate-making ordinances, the Pub- 
lic Utilities Act in no manner in- 
fringes upon or interferes with mu- 
nicipal home rule. 

We hold that, under the Public 
Utilities Act of Ohio, the Public Util- 
ities Commission has jurisdiction over 
complaints and appeals from munici- 
pal ordinances fixing rates of public 
utility service for periods though less 
than two years. 

Demurrers to petition sustained and 
writ denied. 


Weygandt, C. J., and Day, Zimmer- 
man, Turner, Williams, Matthias, and 
Hart, JJ., concur. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Howard H. Smith 


[Application Docket No. 56221.] 
Certificates of convenience and necessity, § 130 — Responsibility for employees’ 


act — Violation of law. 


1. An applicant for a certificate cannot evade his own responsibility for 
violation of the Public Utility Law by an employee of a company in which 
he is a partner by showing that he did not condone or had no knowledge of 


such unlawful operation, p. 173. 


Certificates of convenience and necessity, § 11 — Commission powers — Fitness 


of applicant. 


2. It rests within the Commission’s discretion to determine an applicant’s 


fitness to hold a certificate, p. 173. 


{January 6, 1941.] 
PPLICATION for authority to conduct call and demand motor 
x carrier passenger service; denied. 
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By the Commission: This case 
arises by reason for an application 
filed by Howard H. Smith of Harris- 
burg, Dauphin county, for a transfer 
to him of rights now held by one C. 
Edward Hubley, to transport persons 
and their baggage on call or demand 
between points in the city of York, 
York county. Protests to the ap- 
proval of the transfer were filed by the 
York Cab and Taxi Company and the 
Yellow Cab Company of York. 

On July 25, 1939, the Commission, 
after hearing, approved the applica- 
tion for a transfer and issued a com- 
pliance order, stating that upon com- 
pliance with the Commission regula- 
tions as to insurance and tariffs, a cer- 
tificate of public convenience would be 
issued. Thereafter, on September 5, 
1939, before a certificate of public 
convenience was issued, the Commis- 
sion, having received information that 
the applicant might not be a fit and 
proper person to be entrusted with a 
certificate of public convenience, re- 
scinded its action approving the appli- 
cation and notified the applicant to that 
effect. The applicant thereupon took 
an appeal to the superior court as of 
March term, 1940, No. 38. 

On December 12, 1939, upon our 
petition, the superior court remanded 
the record to us for further study and 
consideration and for further hear- 
ings, should such hearings appear nec- 
essary. A further hearing was held 
on March 6, 1940, which was limited, 
by agreement between counsel for ap- 
plicant and the Commission, to testi- 
mony to determine the fitness of the 
applicant. From the testimony taken 
at this hearing, we find the following 
facts: 

Howard H. Smith is a taxicab op- 
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erator and is a partner with one Ralph 
Segar in the American Cab Company 
of Waverly, New York. The part- 
nership formed in January, 1938, 


originally consisted of Smith, with a § 
40 per cent interest; Ralph Segar, § 
with a 30 per cent interest; and 9 


Eugene Segar (who recently died) 
with a 30 per cent interest. It now 


consists of Ralph Segar and the appli- i 
cant, although no disposition has as J 


yet been made of Eugene Segar’s 30 
per cent interest in the partnership. 
Prior to becoming interested in the 
Waverly partnership, the applicant 
was a stockholder and president of the 
American Cab Company, Inc., of 
Elmira, New York. 

On May 9, 1938, Ralph Segar, 
Eugene Segar, and Howard Smith, 
trading as the American Cab Compa- 
ny, made application to the Commis- 
sion at Application Docket No. 52751 
for the right to transport persons on 
call and demand in the boroughs of 
Sayre, Athens, and South Waverly, 
Bradford county, Pennsylvania. Aft- 
er hearing, the application was dis- 
missed on December 5, 1938, on the 
ground that the applicants had failed 
to establish that approval of the appli- 
cation was necessary or proper for the 
service, accommodation, convenience, 
or safety of the public We further 
ordered at that time that Ralph Segar, 
Eugene Segar, and Howard Smith, 
copartners, trading and doing business 
as American Cab Company, their 
agents and employees, forthwith cease 
and desist from operating motor vehi- 
cles as a common carrier between 
points in the commonwealth of Penn- 
sylvania, unless and until they shall 
have first received the approval of this 
Commission. 
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Despite the entry of a “cease and 
desist” order, on or about February 
15, 1939, a driver named Dininny, 
employed by the American Cab Com- 
pany of Waverly, was arrested for 
transporting persons as a common car- 
rier illegally between points in the 
commonwealth of Pennsylvania. The 
driver pleaded guilty and a fine of $50 
and costs was imposed under § 1311 
of the Public Utility Law. On June 
29, 1939, another driver for the 
American Cab Company was again 
fined the sum of $50 and costs for 
violating the Public Utility Law by 
transporting persons as a common car- 
rier between points in the common- 
wealth of Pennsylvania. Again on 
August 8, 1939, Ralph Segar, a part- 
ner of the applicant in the American 
Cab Company, was arrested for trans- 
porting persons illegally as a common 
carrier between points in Pennsylvania 
without a certificate of public conven- 
ience. Segar was taken before a jus- 
tice of the peace and fined $75 and 
costs, which was paid by Segar. 

[1, 2] The applicant in his own de- 
fense stated that he did not actively 
participate in the management of the 
Waverly partnership, but visited 
Waverly and had conferences two or 
three times per month with the other 
partners, and that after the second ar- 
rest of a driver, he and his partner, 
Mr. Segar, warned and _ instructed 
drivers not to engage in transporta- 
tion between points in Pennsyl- 
vania. 

The applicant cannot evade his own 
responsibility for violation of the 
Public Utility Law by a company in 
which he is a partner by showing that 
he did not condone or had no knowl- 


edge of such unlawful operations. As 
we said in Fullington Auto Bus Co. v. 
Edwards Motor Transit Co. 10 Pa 
PSC 687, 691, PUR1931B 398, 484: 
“The Commission must and will look 
to the principal, not to its agents, for 
strict compliance with the require- 
ments of the law and the regulations 
of the Commission. Inability to con- 
trol employees is no defense.” See 
Yellow Cab Co. v. Toughill, Com- 
plaint Docket No. 12634, decided Oc- 
tober 7, 1940. 


From the evidence presented, we 
feel that the applicant is not a proper 
person to be entrusted by us with a 
certificate of public convenience to 
perform the service herein sought. It 
is within our discretion to determine 
applicant’s fitness to hold such certifi- 
cate. In Hubert v. Public Service 
Commission (1935) 118 Pa Super Ct 
128, 131, 180 Atl 23, the court said: 
“We discover no such illegality or 
abuse of discretion in the refusal of 
the Commission to issue a certificate 
of public convenience to an applicant, 
who for several years has persistently 
flouted and defied the Public Service 
Company Law and the orders of the 
Commission ; and this without passing 
on the question whether such service, 
when carried on by some proper per- 
son, might be advisable and for the 
public convenience. The Commission 
has a right in passing on such an ap- 
plication to consider the fitness of the 
applicant in the light of his past rec- 
ord: Day v. Public Service Commis- 
sion (1933) 107 Pa Super Ct 461, 1 
PUR(NS) 109, 164 Atl 65.” 

From a consideration of all of the 
evidence, we find and determine that 
Howard Smith is not a fit and proper 
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person to be entrusted with a certifi- essary or proper for the service, ac- 
cate of public convenience, and that commodation and convenience of the 
approval of his application is not nec- public. 





UNITED STATES CIRCUIT COURT OF APPEALS, 
SECOND CIRCUIT 


Lewis H. Morris et al. 


x) 


Securities and Exchange Commission 


(116 F(2d) 896.) 


Appeal and review, § 13 — Proper court — Construction of former mandate — 
Holding Company Act. 

1. A Federal circuit court of appeals which has remanded a cause to the 
Securities and Exchange Commission for further proceedings, not incon- 
sistent with its opinion, has exclusive jurisdiction to determine the character 
of the order to be entered upon its mandate, and an appellate court of an- 
other jurisdiction cannot determine whether the mandate was properly fol- 
lowed by the Commission when it granted an exemption under the Holding 
Company Act, with the result that a controversy as to recapitalization became 
moot, p. 176. 


Appeal and review, § 66 — Grounds for dismissal — Moot question — Holding 
Company Act. 

2. A petition to set aside an order of the Securities and Exchange Commis- 
sion dismissing a proceeding relating to recapitalization of a corporation 
under the provisions of the Holding Company Act should be dismissed 
on the ground that the controversy as to recapitalization became moot 
when the Commission granted the company exemption from the act, with 
the result that it could lawfully issue securities contemplated by its plan of 
recapitalization without the necessity of obtaining the Commission’s ap- 
proval, p. 176. 


Security issues, § 15 — Powers of Federal Commission — Exempted company 
— Holding Company Act. 
3. The Securities and Exchange Commission has no further jurisdiction 
over a plan of recapitalization of a company where it previously approved 
the recapitalization plan and exempted the issuance of securities but later, 
after resort to the courts, granted exemption to the company under § 3(a) 
(5) of the Holding Company Act, 15 USCA § 79c (a) (5), p. 176. 
[January 13, 1941.] 
ETITION by committee for preferred stockholders to review 
Poona set aside an order of the Securities and Exchange Com- 
mission dismissing a recapitalization proceeding; petition dis- 
missed and intervention by company dented. 
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MORRIS v. SECURITIES AND EXCHANGE COMMISSION 


APPEARANCES: Chester T. Lane, 
General Counsel, Christopher M. 
Jenks, Assistant General Counsel, and 
John Logan O’Donnell, all of Wash- 
ington, D. C., for respondent; Davis, 
Polk, Wardwell, Gardiner & Reed, 
of New York city (George A. Brown- 
ell, Porter R. Chandler, and Lester 
H. Chase, all of New York city, of 
counsel), for intervener; George L. 
Schein, of New York city (Joseph M. 
Cohen, of New York city, of counsel), 
for petitioner. 

Before L. Hand, Swan, and Clark, 
Circuit Judges. 


Swan, C. J.: The petitioners, as a 
committee for holders of 7 per cent 
preferred stock of International Paper 
& Power Company, filed their petition 
in this court on January 25, 1940 to 
review and set aside an order of the 
Securities and Exchange Commission 
dated November 28, 1939, 6 SEC 
229. The Commission has moved to 
dismiss the petition and the company 
has moved for leave to intervene in 
order that it may likewise move to 
dismiss it. 

For an understanding of these mo- 
tions a recital of the antecedent pro- 
ceedings before the Commission is 
necessary. On November 30, 1935, 
International Paper & Power Compa- 
ny filed an application under § 3 (a) 
(5) of the Public Utility Holding 
Company Act of 1935, 15 USCA 
§ 79c (a) (5), for an order exempt- 
ing it from the provisions of said act. 
While this application for exemption 
was still pending and undetermined, 
the company formulated a plan for re- 
capitalization, and on March 12, 1937, 
filed with the Commission an “applica- 
tion for order in connection with plan 
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for change in capitalization.” For 
brevity this may be referred to as the 
“second proceeding.” Subsequently 
the Commission furnished a report 
on the plan, in the manner provided in 
§ 11 (g) (2) of the act, 15 USCA 
§ 79k (g) (2); this report was sub- 
mitted to the company’s stockholders, 
and at a stockholders’ meeting on June 
23, 1937, the plan was approved by the 
requisite number of stockholders, the 
petitioners voting adversely the stock 
represented by them. Thereafter a 
further hearing was had in the second 
proceeding, and on July 31, 1937 the 
Commission made an order (2 SEC 
580) purporting to exempt the securi- 
ties to be issued under the plan front 
all provisions of the act and to dis- 
pense with any further order of ap- 
proval by the Commission, whether or 
not the company’s original exemption 
application of November 30, 1935 
should be granted. From this order a 
stockholder appealed to the circuit 
court of appeals for the first circuit. 
That court reversed the Commission’s 
order on the theory that until a cor- 
poration was registered under the act 
the Commission lacked jurisdiction to 
pass on any plan of recapitalization; 
it remanded the cause to the Commis- 
sion for further proceedings not in- 
consistent with its opinion. Lawless 
v. Securities & Exchange Commission 
(1939) 105 F(2d) 574, 32 PUR 
(NS) 467. A few days later, on April 
26, 1939 the Commission granted the 
company exemption upon its applica- 
tion of November 30, 1935, as 
amended. Thereafter a further hear- 
ing was had before the Commission in 
the second proceeding, the company 
asking for its dismissal in obedience 
to the mandate, the petitioners for its 
38 PUR(NS) 
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retention and the entry of an order 
permitting the plan to become effec- 
tive upon conditions more favorable 
to the 7 per cent preferred stockhold- 
ers, or, in the alternative, for deter- 
mination of the “restitution” to which 
the petitioners and others might be en- 
titled. On November 28, 1939, supra, 
the Commission made an order dis- 
missing the second proceeding. This 
is the order which the petitioners de- 
sire this court to set aside. 

The Commission’s motion to dis- 
miss the petition is rested on the 
ground (1) that dismissal of the ap- 
plication of March 12, 1937, was di- 
rected by the mandate of the circuit 
court of appeals for the first circuit 
and any construction of the mandate 
to permit retention of the cause was 
a matter within the exclusive juris- 
diction of that court ;.and (2) that the 
entire controversy as to recapitaliza- 
tion of the company became moot 
when the Commission granted the 
company exemption from the act with 
the result that it could lawfully issue 
the securities contemplated by :ts plan 
of recapitalization without the neces- 
sity of obtaining the Commission’s ap- 
proval. We believe that both points 
are well taken. 

' [1] The petitioners’ contention that 
the order of dismissal was erroneous 
proceeds upon the assumption that the 
mandate of the first circuit did not 
require dismissal. This raises a ques- 
tion as to the meaning of the man- 
date which obviously should be deter- 
mined by the court that issued it. The 
appeal taken by Lawless from the or- 
der of July 31, 1937, supra, gave the 
first circuit “exclusive jurisdiction to 
affirm, modify, or set aside such order, 
38 PUR(NS) 


in whole or in part.” Section 24 (a), 
15 USCA § 79x (a). We cannot 
doubt that it has exclusive jurisdic- 
tion to determine the character of the 
order to be entered upon its mandate. 
Hicks v. National Labor Relations 
Board (1939) 100 F(2d) 804, 805; 
Standard Oil Co. v. National Labor 
Relations Board (1940) 114 F(2d) 
743, 744. If the tribunal to which a 
cause is remanded miscontrues or fails 
to follow the mandate of the appellate 
court, the mandate may be enforced by 
a new appeal or by mandamus to en- 
force a ministerial duty. In Re San- 
ford Fork & Tool Co. (1895) 160 
US 247, 256, 40 L ed 414, 16 S Ct 
291; Pottsville Broadcasting Co. v. 
Federal Communications Commission 
(1939) 70 App DC 157, 105 F(2d) 
36, 39; Home Indemnity Co. of New 
York v. O’Brien (1940) 112 F(2d) 
387, 388. We cannot believe that an 
appellate court of another jurisdiction 
can determine whether a mandate of 
the appellate court first acquiring ju- 
risdiction was properly followed. The 
Supreme Court in referring to its man- 
date stated in Re Sanford Fork & Tool 
Co., supra, at p. 256 of 160 US: “The 
opinion delivered by this court at the 
time of rendering its decree may be 
consulted to ascertain what was in- 
tended by its mandate, and either upon 
an application for a writ of mandamus 
or upon a new appeal it is for this 
court to construe its own mandate, and 
to act accordingly.” 

[2,3] Moreover, even if this court 
were thought to have jurisdiction to 
consider whether the order of Novem- 
ber 28, 1939, supra, conformed to 
the mandate of the first circuit, we 
think that the Commission’s order of 
April 26, 1939, 4 SEC 873, granting 
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to the company exemption from regis- 
tration under the act, rendered moot 
any controversy in the second proceed- 
ing as to necessity of the Commission’s 
approval of securities issued pursuant 
to the plan of recapitalization. Since 
the company is exempt, the Commis- 
sion can have no concern with the 
terms upon which the company’s se- 
curities are issued. 

The petitioners argue that they have 
a right to “restitution” to the posi- 
tion they would have been in if the 
Commission had not entered the order 
reversed by the first circuit. Apparent- 
ly by analogy they attempt to apply 
to the Commission the principle that 
when parties have been ordered by a 
court to pay over money or property 
or do some act and the order has later 
been reversed, such court has power 
to require the recipient to turn back 


any benefit he has received under the 


order. See Baltimore & O. R. Co. v. 
United States (1929) 279 US 781, 
785, 73 Led 954, 49 S Ct 492; North- 
western Fuel Co. v. Brock (1891) 139 
US 216, 219, 35 L ed 151, 11 S Ct 
523. We find nothing in any section 
of the act which confers similar power 
upon the Commission. Nor is the 
application of the analogy at all clear. 
The Commission’s order did not di- 
rect the company to do anything. It 
purported to give an assurance that 
the new securities to be issued by the 
company would be valid, and some of 
the shareholders who exchanged their 
old securities for the new may have 
acted in reliance on such. assurance; 
but their action in making the ex- 


change was voluntary, not compelled 
by the Commission’s order. If pre- 
ferred shareholders who have ex- 
changed their certificates for new se- 
curities wish to try to rescind or to 
hold the company liable for damages on 
the theory that it did an unlawful act 
because the Commission’s order of 
July 31, 1937, supra, has been vacated, 
they must seek their remedy in a 
court of law. None of the authorities 
relied upon supports the petitioners’ 
claim that the Commission has power 
to grant such relief. But if such pow- 
er be assumed, the question necessar- 
ily arises whether it may be exercised 
consistently with the mandate of the 
circuit court of appeals of the first 
circuit. Such a question brings us 
back to the point first discussed, name- 
ly, that the meaning of its mandate 
must be determined by that court. We 
are without jurisdiction. 

Although the act is silent on the 
subject of intervention when an order 
of the Commission comes before a 
court for review, it would seem that 
the company must have a right to in- 
tervene in such a case as this. It was 
the petitioner in the proceeding con- 
cluded by the order appealed from; 
it has an interest in the event, which 
the petitioners ought not be allowed 
to deprive it of unheard. But the 
question need not be decided, since the 
petition is to be dismissed on the Com- 
mission’s motion. 

For the foregoing reasons it is or- 
dered that the petition be dismissed 
and the company’s motion to intervene 
be denied. 
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Re City of Fennimore 


[CA-1345.] 


Municipal plants, § 20 — Order approving construction — Variance in estimated 


cost. 


1. Detailed plans and estimates for the construction and operation of a gen- 
erating plant by a municipality should not be disapproved merely because 
the expenditure now accurately forecast is $85,000, exclusive of land, 
instead of $80,000 as originally estimated with the land included in the 
original proceeding, wherein the construction was authorized “at a cost 
not in excess of $80,000” under a finding referring to “an estimated cost 
of approximately $80,000,” followed by a certificate for “an estimated cost 
of $80,000,” p. 179. 


Municipal plants, § 10 — Jurisdiction of Commission — Approval of plans — 


Legal questions as to bids. 
2. It is not the function of the Commission, in a proceeding to obtain 
approval of detailed plans and estimates for the construction and operation 
of a Diesel generating plant by a municipality, to adjudicate disputes relat- 
ing to the regularity of the procedure followed by the city in taking and 
allowing bids; approval of the plans and estimates will not impair any 
judicial remedy available to objectors, p. 179. 


_ [March 21, 1941.] 


PPLICATION by city for authority to install Diesel engine; 
final detailed plans and estimates approved. 


By the Commission: Under date 
of October 4, 1940, an opinion, order 
and certificate were issued in this case. 
The certificate provided: 

“That the city of Fennimore as an 
electric utility is authorized to con- 
struct and operate a Diesel generating 
plant of approximately 550 kilowatts, 
together with a building and ap- 
purtenances therefor at an estimated 
cost of $80,000. . . .” 

The second paragraph of the order 
provided: 

“2. That no contract shall be let or 
construction begun under the terms of 
the certificate herein unless and until 


the applicant has submitted and the 
Commission approved or taken other 
action thereon as it may deem appro- 
priate, final detailed plans and esti- 
mates of the cost of the construction.” 

On March 5, 1941, the city filed 
its detailed plans and estimates for ap- 
proval. 

Prior thereto on February 28, 1941, 
a petition was filed on behalf of the 
Interstate Power Company praying 
that the Commission withhold its ap- 
proval of the final plans and estimates 
pending hearing thereon and pending 
the completion of a referendum elec- 
tion for which, it alleged, an appropri- 
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RE CITY OF FENNIMORE 


ate petition had been filed with the 
city clerk. 

On March 4, 1941 a petition was 
filed on behalf of Thomas Millin, W. 
J. Doeringsfeld, and Interstate Power 
Company of similar tenor. 


APPEARANCES: City of Fennimore, 
by George F. Frantz, City Attorney 
Fennimore, O. S. Loomis, Attorney 
Mauston, and, John N. Kramer, At- 
torney Fennimore. 

In support of their respective peti- 
tions: Thomas Millin, Fennimore, W. 
J. Doeringsfeld, Fennimore, Interstate 
Power Company of Wisconsin, by 
Chanucey Blake, Attorney, Madison. 

Of the Commission staff: George 
P. Steinmetz, Chief Public Service 
Engineer, and Ralph E. Purucker, of 
the Engineering Department. 

The matter was orally argued on 
March 18, 1941. 


Opinion 


The record shows that the city coun- 
cil declined to call an election upon the 
petition referred to and that its action 
has been held to be valid by the circuit 
court. 

The final detailed plans and esti- 
mates based upon the accepted bids 
for the various items of the work and 
including all of the items which were 
covered in the city engineer’s original 
estimated cost of $80,000 except land, 
total in round figures $85,000. It is 
now proposed to install the plant on 
land already owned by the city, the 
fair value of which was estimated at 
$1,000. 

[1] Having in mind the entire rec- 
ord in this proceeding, we are of the 
opinion that the detailed plans and 
estimates should not be disapproved 
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merely because the expenditure now 
accurately forecast is $85,000 exclu- 
sive of land instead of the $80,000 as 
originally estimated with the land in- 
cluded. While our order did use the 
expression “at a cost not in excess of 
$80,000,” that language was clearly 
inadvertent, since the finding referred 
to “an estimated cost of approximately 
$80,000” and the certificate to “an 
estimated cost of $80,000.” It was not 
our intention to impose an arbitrary 
limit of $80,000 in that order. 

[2] The objectors raise several ques- 
tions relating to the regularity of the 
procedure followed by the city in tak- 
ing and allowing bids. It is not the 
function of this Commission to adjudi- 
cate disputes of this character as to 
which there is a judicial forum. Our 
approval of the detailed plans and es- 
timates will not impair any judicial 
remedy now available to the objectors 
if their claims can be substantiated. 
We conceive our duty in the premises 
to relate solely to a determination as to 
whether the plant if constructed and 
operated as now proposed will reason- 
ably conform to the terms of the cer- 
tificate heretofore issued to the city 
and will otherwise be in accordance 
with the public interest. 

It is urged, for example, that the 
successful bid of L. A. Kepp Contract- 
ing Company for the Diesel engines 
was not as low as that of the Fairbanks 
Morse Company. The city engineer 
testified that when evaluated in the 
manner called for in the specifications 
the Fairbanks Morse Company’s bid 
was lower than the bid acepted by $4,- 
792.50. The record, however, indi- 
cates that the city officials took into 
account other conditions of the bids 
and exercised their discretion in deter- 
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mining which was the best bid. The 
exercise of that discretionary power is 
vested in the city council and its deter- 
mination is not reviewable by the Com- 
mission. 

The objectors also urge that the bid 
of the L. A. Kepp Contracting Com- 
pany was defective because the bid 
which was finally accepted provided 
for a 3-cylinder engine not previously 
built by the manufacturer, whereas the 
specifications for the bids indicated 
that, “no bid will be considered unless 
the manufacturer has previously built 
and placed in service at least four sim- 
ilar engines driving alternating cur- 
rent generators.” Whether this con- 
tention is sound is plainly a matter for 


judicial determination. We are con- 
cerned rather with the question as to 
whether the type of engine which it is 
proposed to install will satisfactorily 
serve the purposes of the utility. 

Other questions raised of a similar | 
character need not be discussed, since | 
they all relate to the exercise of dis- } 
cretionary power by the common coun- § 
cil and as we view the matter are sim- | 
ilarly not within the scope of our prop- 
er inquiry. i 

We are convinced that the installa- | 
tion and expenditure now proposed on | 
the basis of accepted bids are within 
the reasonable scope of the certificate 
as issued and are not contrary to the 
public interest. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Village of Arena 


[CA-1513.] 


Certificates of convenience and necessity, § 12 — Powers of Commission — Ap- 


plications by municipality. 


1. The Commission has power to refuse a certificate of convenience and 
necessity for the construction and operation of a municipally owned utility 
if the facts and circumstances warrant, p. 181. 


Commissions, § 30 — Jurisdiction — Validity of statute. 


2. It is the function of the Commission to apply a statute and leave the 
determination of validity to the judiciary, p. 182. 


Procedure, § 32 — Power to grant rehearing. 


3. The Commission has no authority to reopen a docket after a certificate 
has been issued to a municipality for the construction of a utility plant and 
the time for requesting rehearing and appealing from the order has expired, 
since the municipality has obtained an indefeasible right to engage in the 
business as a public utility of which it cannot be deprived by the Commis- 
sion’s desire to reconsider the matter in the light of new or other evidence, 


p. 182 


[March 24, 1941.] 
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RE VILLAGE OF ARENA 


ETITION for order reopening proceeding relating to authority 

P yor a municipal water utility; finding, order, and certificate 

affirmed except that order is modified by substitution of new 
schedule of rates. 


By the Commission: On Sep- 
tember 28, 1940, the Commission is- 
sued its opinion and order in this mat- 
ter and a certificate authorizing the 
village of Arena to transact business 
as a public water utility in the village 
and to construct a plant pursuant to 
plans approved by the state board of 
health. In the same order the Commis- 
sion prescribed a schedule of rates to 
be applicable upon completion of the 
utility. 

On January 4, 1941, there was filed 
with the Commission a petition on be- 
half of thirty-nine residents of the 
village of Arena by Claude J. Jasper, 


attorney, seeking leave to intervene 
and an order reopening the matter for 
further hearing. An order granting 
the prayer for reopening was issued 
January 10, 1941, Commissioner Rob- 
ert A. Nixon dissenting. 


APPEARANCES: Petitioners who ask 
leave to intervene, by Claude J. Jasper, 
Attorney, Madison; Village of Arena, 
specially, and J. W. Hankerson, gener- 
ally, by Philip Owens, Attorney, Port- 
age; intervener, as its interests appear, 
League of Wisconsin Municipalities 
by Philip Habermann, Assistant Sec- 
retary, Madison; of the Commission 
staff: H. J. O’Leary and P. A. Rey- 
nolds, of Rates and Research Depart- 
ment, and C. B. Hayden, Engineering 
Department. 

Briefs were filed by Messrs. Owens 
and Jasper and by Robert J. Cunning- 
ham, Janesville, counsel for League of 
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Wisconsin Municipalities. Oral ar- 
gument was had before Chairman R. 
W. Peterson and Commissioner Rob- 
ert A. Nixon on February 17, 1941. 


Opinion 

In his special appearance on behalf 
of the village, Mr. Owens took the 
position that the petitioners were guil- 
ty of laches in the delay in filing their 
petition and therefore the Commission 
was estopped from reopening to set 
aside or deny the certificate of author- 
ity to proceed with the construction of 
a system. He moved dismissal of the 
proceedings. The motion was denied. 

Without prejudice to a determina- 
tion of the question of Commission 
authority, evidence was introduced by 
both parties relative to the securing of 
the referendum vote on the proposal 
to construct a waterworks system and 
to the costs incurred by the village 
since the issuance of the authorization 
of September 28, 1940. 

[1] Two questions have been raised 
upon this reopening which should be 
discussed and determined at the out- 
set of this opinion. 

(1) Has the Commission author- 
ity to deny an application made by a 
village under § 196.49 (1) and (4) 
for authority to operate as a public 
water utility? And 

(2) Has the Commission authority 
to reopen a docket after a certificate 
has been issued ? 

Section 196.49 (1) is as follows: 

“No public utility not legally en- 
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gaged in performing a public utility 
service on August 1, 1931, in any mu- 
nicipality where there is not in opera- 
tion under an indeterminate permit a 
public utility engaged in similar serv- 
ice, shall commence the construction of 
any public utility plant, extension or 
facility, or render service in any mu- 
nicipality directly, or indirectly by 
serving any other public utility or 
agency engaged in public utility serv- 
ice or otherwise, unless and until it 
shall have obtained a certificate from 
the Commission authorizing it to 
transact such public utility business.” 

By its terms this section relates to 
all public utilities and does not attempt 
to distinguish between municipally and 
privately owned utilities. The munic- 
ipality engages in public utility activi- 
ties in its proprietary and not in its 
governmental capacity. If § 196.49 


(1) does not permit the Commission 
to refuse to issue a certificate, it is 


meaningless. There has been no con- 
tention that the Commission has no 
authority to refuse a certificate to a 
privately owned utility. Since mu- 
nicipally owned and privately owned 
utilities stand on an equal footing be- 
fore the Commission, it follows that 
the Commission may grant or refuse 
a certificate to the municipally owned 
utility as the facts and circumstances 
warrant. 

[2] The statute is perhaps some- 
what deficient in that it fails to supply 
expressly a criterion upon which the 
Commission can base its judgment as 
to whether the certificate is to be grant- 
ed or denied. But it is not the Com- 
mission’s function to pass upon the 
validity or the invalidity of the stat- 
ute because of absence of a standard. 
It is its function to apply the statute 
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and leave the determination of validity 
to the judiciary. 

Section 198.06(5), the so-called 
power district law, likewise failed to 
provide a test or standard upon which 
the Commission could act. The Wis- 
consin supreme court construed § 196.- 
06(5) in Clam River Electric Co. v. 
Public Service Commission (1937) 
225 Wis 198, 19 PUR(NS) 408, 274 
NW 140, and held that the approval by 
the Commission of the power district 
was to be based upon a finding as to 
feasibility or nonfeasibility, a standard 
established as a necessary inference 
from other sections of the same chap- 
ter. 

Thus it appears that the same proc- 
esses of reasoning import the implica- 
tion that the standard to be applied in 
acting under § 196.49(1), is that of 
public convenience and necessity. That 
is the standard more specifically set 
up in the later subsections of § 196.49 
in reference to the construction or ex- 
tension of public utility plants and 
facilities. 

[3] In determining the second ques- 
tion, the Commission has some aid 
from an opinion of the attorney gen- 
eral rendered on March 1, 1940. It 
was to the effect that if the period for 
rehearing had expired and if the par- 
ties had acted upon the determination 
of the Commission, the Commission 
could not affect the status of the par- 
ties with reference to the subject mat- 
ter by reconsidering its action. The 
attorney general properly distin- 
guished, the Commission believes, be- 
tween orders of the Commission which 
had a continuing effect, such as (a) 
those which would prescribe a certain 
level of rates for the future and (b) 
determinations of the Commission of 
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a quasi judicial nature, which when 
made, fix the rights or authority of the 
parties before the Commission and con- 
stitute but a single and not a continu- 
ing function. 

It may be argued in this case that 
the attorney general’s opinion does not 
apply because the certificate of author- 
ity issued has not been fully exercised 
and that the village will not suffer by a 
redetermination upon reopening. After 
a further study of this matter the 
Commission is of the opinion that 
when it has once determined that pub- 
lic convenience and necessity permit 
a village to engage in business as a 
public utility, a certificate therefor has 
issued, and the time for requesting re- 
hearing and appealing therefrom has 
expired, the condition laid down by the 
statute has been fully met and the vil- 
lage has thereby obtained an inde- 
feasible right to engage in this busi- 
ness as a public utility of which it can- 
not be deprived by the Commission’s 
desire to reconsider the matter in the 
light of new and other evidence. The 
only authority in the statute to pro- 
ceed upon a reconsideration is that 
contained in § 196.39 and the Com- 
mission is convinced, as is the attor- 
ney general, that that section does not 
apply to determinations such as that 
involved in this proceeding. The Com- 
mission’s conclusion is therefore that 
it may not disturb its order, opinion, 
and certificate of September 28, 1940. 

However, the hearing held upon the 
order for reopening produced ample 
testimony to convince the Commission 
that the village authorities would be 
acting unwisely were they now to pro- 
ceed with. the construction and opera- 
tion of the plant. There were intro- 
duced into the proceeding petitions 


183 


signed by the great majority of prop- 
erty owners and residents of the vil- 
lage, declaring their intention of not 
taking water if and when the plant is 
constructed, presumably because the 
level of the rates and the resultant tax 
increase for fire protection service. 
The Commission pointed out in an 
order of September 28, 1940, that to 
be successful the proposed utility 
would be obliged to assess a high fire 
protection charge and referred to our 
discussion of the economic feasibility 
in the Cottage Grove Application, 
CA-1359. 


These petitions present a very seri- 
ous problem to the village authorities. 
The choice is not the Commission’s, 
but that of the village residents and 
property owners through their duly 
elected officers as to whether the con- 
struction of a water utility will be 
consummated. On the basis of the 
information which the Commission 
now has and on a reéstimate of the 
cost, the Commission seriously ques- 
tions the feasibility of operation at 
rates which the prospective users are 
capable of paying. No question of the 
desirability of the establishment of the 
water utility can be raised, but whether 
satisfactory and reasonable opera- 
tion will result is wholly dependent 
upon the citizens of the village. 

Upon hearing the engineer for the 
village introduced some further esti- 
mates of the costs of establishing the 
utility. The Commission rates depart- 
ment has reconstructed and recom- 
puted the rate schedule which would 
apply in the light of the new costs in- 
troduced by the applicant village. If 
the general schedule of rates is to be 
reduced to a minimum of $18 per year 
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- for users with §-inch and 3-inch me- 
ters, there must be 48 or more patrons. 
It does not now appear possible to ob- 
tain that number. However, on the 
basis of the new costs introduced by 
the applicant, it will be possible to re- 
duce the fire protection charge which 
the order of September 28, 1940, es- 
tablished at $1,400 to $1,000 per year 
for the use of mains up to and includ- 
ing the terminal hydrant on each line 
and main in service, if and when the 
system as planned is completed. It is 
not difficult for the village authorities 
and the citizens to estimate what this 
will mean in the way of increased taxes 
for fire protection service. 

While the Commission feels that it 
' must affirm its order of September 28, 
1940, it concludes that the tentative 


rate schedule set up in that order 
should be amended to provide, in the 
light of the new costs introduced, fire 
protection service at an annual cost to 
the village of $1,000 per year in lieu 
of the $1,400 per year which the order 
of September 28, 1940, prescribed. 

The Commission finds: 

That the finding, order, and cer- 
tificate of September 28, 1940, should 
be affirmed except that the order there- 
in be modified by the substitution of 
the schedule of rates hereafter pre- 
scribed for the schedule originally pre- 
scribed. 


Nrxon, Commissioner, concurring : 
I concur in the findings and order 
herein but not in all that is said in the 
opinion. 
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Re Springfield Gas Light Company 


[D.P.U. 6235.] 


Rates, § 373 — Form of increase — Initial charge — Attraction of business 
1. A small increase in the initial charge for the first 200 cubic feet oi ; 
instead of a general increase in rates is warranted in order to promote 
business in competition with other fuels by distributing the increase uni- 
formly among all customers served instead of placing an unfair burden 
on customers making reasonable utilization of gas, p. 186. 

Rates, § 387 — Gas — Prepayment meters — Annual adjustment. 
2. The practice of charging for gas measured by prepayment meters at a 
specified rate per thousand cubic feet, for which meters are set, and at the 
end of the fiscal year making an adjustment so that the customer is actually 
billed and charged at rates in accordance with provisions of the regular 
effective rate is preferable to billing on a flat rate, which of necessity would 
be higher and somewhat discriminatory, and such method of collection is 
not unreasonable or unjust, p. 187. 


Discrimination, § 32 — Rates — Localities. 
3. A differential between the rates charged for gas in one area and gas used 
38 PUR(NS) 184 
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in other areas served by the same company, where such area is no further 
distant in mileage from the point of production of gas than other areas, is 


not justified, p. 188. 


Rates, § 384 — Gas — Water heating, refrigeration, and house heating. 
4. A gas rate revision providing slight downward adjustments in charges, 
particularly to customers using substantial amounts of gas for water heat- 
ing, refrigeration, or house heating, wherein apparatus provided with auto- 
matic thermostatic control is utilized, was approved as more accurately 
allocating the cost of providing the service, p. 188. 


[April 24, 1941.] 


NVESTIGATION by Department upon its own motion as to 
I propriety of certain schedules of gas rates filed by utility; 
rate schedules approved. 


By the DEPARTMENT: The Spring- 
field Gas Light Company, on Novem- 
ber 15, 1940, filed with the Department 
schedules of proposed rates and 
charges for gas to become effective 
December 1, 1940. As the proposed 
new schedules contained increases in 
rates over the present effective sched- 
ules, the Department, on November 27, 
1940, acting upon the authority con- 
ferred upon it by § 93 of Chap. 164 
of the General Laws, Ter. Ed., entered 
an investigation upon its own motion 
as to the propriety of the rates and 
charges shown therein. Subsequently 
the operation of said schedules has 
been suspended by successive orders 
of the Department until May 1, 1941. 

A public hearing was held by the 
Department on February 19, 1941. 
On request of the city authorities of 
Springfield and Chicopee, the hearing 
was adjourned to March 6, 1941. 
During the course of the continuance, 
to expedite matters, the city of Spring- 
field filed interrogatories. Answers to 
the interrogatories were later filed by 
the company and to a great extent were 
the subject matter of the hearing held 
on March 6, 1941. Representatives 


of the city of Chicopee opposed the 
proposed increase at the hearing and 
also protested against the collection 
method of the company, relative to pre- 
payment meters. With the under- 
standing that the city of Springfield 
would file a memorandum of an analy- 
sis of the exhibits submitted, to which 
the company would reply, the public 
hearing was closed and the matter 
taken under advisement. Copies of the 
memorandum and the company’s reply 
were later filed with the Department. 

The Springfield Gas Light Company 
supplies gas in the cities of Chicopee 
and Springfield and in the towns of 
Agawam, East Longmeadow, Long- 
meadow, Ludlow, South Hadley, and 
West Springfield. It supplied gas to 
approximately 52,000 customers’ me- 
ters on December 31, 1940. 

The plant investment of the compa- 
ny on December 31, 1940, was $9,- 
777,054. The par value of the out- 
standing common stock is $5,360,100, 
which, with premiums paid in thereon 
of $3,429,290, makes a total in stock 
and premiums of $8,789,390. The in- 
debtedness of the company is repre- 
sented by 10-year notes in the amount 
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of $800,000, bearing interest at the 

rates of 3 per cent and 34 per cent. The 

company had a depreciation reserve 
of $300,630 on December 31, 1940, 
and it had also reserves totaling $245,- 
494 for extraordinary repairs to 
benches and retorts, and painting of 
holders. The net earnings of the com- 
pany available for dividends in 1940 
were $250,710, which represents a re- 
turn of 2.85 per cent on the outstand- 
ing stock and premium. 

The company introduced evidence 

which showed a heavy decline in its 
revenues from the sale of gas. In 
1930, the revenue from domestic sales 
totaled approximately $1,800,000. 
Domestic revenues in 1940 of $1,272,- 
135 are $577,000 below those of 1930. 
Until 1935 the company experienced a 
definite downward trend in domestic 
sales, but since 1935 the revenues from 
domestic sales have remained fairly 
constant and appear to have leveled off 
in the last few years. It can be seen 
from the exhibits filed that while there 
has been a decrease of 3,600 in the 
number of customers served during 
this period, reduction in the average 
annual consumption per customer has 
declined from 24,750 cubic feet in 
1930 to 18,100 cubic feet in 1940; the 
main reason for the large loss in reve- 
nue. This reduction in revenue has 
been reflected in the net earnings of 
the company since the net earnings of 
$250,710 for the year 1940 are below 
those of 1930 by $414,000. 

[1] The company estimates that the 
new rates as filed will increase the 
gross revenues by $130,000 per year. 
However, this sum, it is contended, 
will not be entirely reflected in the 
earnings of the company but will be to 
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a great extent absorbed by increased 
tax, fuel, and material costs. Upon the 
basis of an extensive study prepared by 
the company which purports to show 
a customer cost of $1.16 per month, 
the company filed tariffs increasing the 
initial charge from 74 cents to $1 per 
month for the first 200 cubic feet of 
gas to domestic and commercial cus- 
tomers. It is the company’s opinion 
that this rate will more equitably dis- 
tribute the company’s costs among the 
various customers. It is also the com- 
pany’s opinion that a substantial num- 
ber of these customers, by failing to 
pay their way, are actually being served 
at a loss. 

It is to this increase in the initial 
charge from 74 cents to $1 that the 
city of Springfield particularly objects 
and not to the general increase in the 
company revenue. The memorandum 
filed by the city of Springfield clearly 
states its position as to the proposed 
rates in the following words: 

“The city feels convinced that ad- 
ditional revenues are justified, provid- 
ed that they are obtained through a rea- 
sonable or well-balanced system of 
rates. 


“As to the amount of the increase 
that should be allowed, the city has no 
definite recommendation. The addi- 
tional gross revenues expected by the 
company from the new rates appear to 
be about $135,000 a year, roughly on 
the basis of the 1940 business. The 
need of this increase the city does not 
dispute, but leaves the matter for de- 
termination by the Department.” 

The memorandum of the city of 
Springfield in detail endeavors to up- 
hold as sufficient the present charge of 
74 cents for the first 200 cubic feet of 
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gas per month. The city suggests that 
any increased revenue be obtained by 
increasing proportionately the rates 
for gas used rather than by increasing 
the initial charge to $1 for the first 
200 cubic feet. The city appreciates 
the competition now faced by the gas 
company when it directs attention to 
the issuance of over 17,000 licenses for 
installations of oil ranges by the fire 
department of the city. 

As the company serves approxi- 
mately 35,600 customers’ meters in 
Springfield, the possibility of oil com- 
petition may be easily seen. It would 
appear reasonable to assume that of 
this number of customers a great many 
use oil extensively and have gas avail- 
able only for convenience. Thus the 
use of oil has deprived the company of 
sales of gas for cooking and water 
heating and places the company in 
competition with unregulated fuels. 
The effect of this unregulated compe- 


tition results in the company’s losing. 


much of its monopolistic position. 
We believe that the new rates as 
filed will be more conducive to in- 
creased sales than the suggested in- 
creases in rates proposed by the city 
of Springfield, and that the increase in 
the initial charge under present con- 
ditions is not unwarranted. Increased 
revenue in this case is obtained more 
equitably by the levy of a small amount 
of increase to each of the large number 
of domestic and commercial custom- 
ers, rather than to a fewer number of 
large users. Exhibit E, filed by the 
company, shows that 79.5 per cent of 
the domestic customers’ bills of the 
company are for usages under 2,000 
cubic feet, totaling 52.9 per cent of 
the gas sold. It further discloses that 


46.4 per cent of the domestic custom- 
ers’ bills are for usages under 1,000 
cubic feet and in the aggregate total 
but 20.1 per cent of the gas so sold. 
If the proposal were adopted to obtain 
the proposed increase in revenues 
from those customers making reason- 
able utilization of gas by increasing 
the block rate, as suggested by the city, 
it would appear to us as placing an un- 
fair burden on that type of customer, 
amounting to approximately twice as 
great an increase per customer, rather 
than if the increase in revenue were 
uniformly distributed among all cus- 
tomers so served. It might also be 
noted that any attempt to gain revenue 
in this manner would develop further 
competition with competitive fuels, re- 
sulting in possible further loss of rev- 
enue and customers to the company. 
There was no evidence introduced at 
the hearing which would change the 
Department’s viewpoint, as recently 
set forth in its decisions relating to 
rates charged for gas by the Haver- 
hill Gas Light Co. (D.P.U. 5956) 
(1940) 33 PUR(NS) 288; Re Bos- 
ton Consol. Gas Co. (D.P.U. 5744) 
(1939) 30 PUR(NS) 260; and 
Mayor of Lynn v. Lynn Gas & E. Co. 
(D.P.U. 5975, 6085) (1940) 37 PUR 
(NS) 119, with respect to promotion- 
al type rates and their effect on the 
resulting revenues. 

[2] The city of Chicopee submitted 
some evidence concerning charges 
made for gas measured by prepayment 
meters in said city. It was alleged 
that the present method of collecting 
charges for gas furnished through pre- 
payment meters was unsatisfactory and 
that the practice of making annual 
billing adjustments of charges was 
improper and results in great hardship 


187 38 PUR(NS) 











to the consumers. The practice of 
the company in this connection is to 
charge for the gas measured by pre- 
payment meters at the rate of $1.60 per 
thousand cubic feet and meters are so 
set. Each customer has a continuous 
accounting record kept by the com- 
pany, and at the end of the fiscal year 
an adjustment is made so that the 
customer at present is actually billed 
and charged 74 cents for the first 200 
cubic feet of gas per month, plus 11 
cents per hundred cubic feet for the 
balance. This method of adjustment 
serves to give the customer gas at 
rates in accordance with the provi- 
sions of the regular effective rate. One 
representative of Chicopee stated that 
in his opinion a flat rate for prepay- 
ment meters in excess of $1.60 per 
thousand cubic feet would be prefer- 
able to the present method. 

The company has made a survey of 
the 3,082 prepayment meters of the 
Chicopee area, comprised of Chicopee, 
Chicopee Falls, Fairview, and Willi- 
mansett. Representatives of the com- 
pany called on 2,777 of these custom- 
ers and 1,789 were actually contacted. 
Of this number only 72 signed to be 
served through regular meters with 
monthly billings. Of the 72 only 9 
changed because of any dissatisfaction 
with the present use of prepayment 
meters. In 1938 there was refunded 
to the customers of the company $4,- 
326.49; in 1939, $4,668.19; and in 
1940, $4,870.92, as a result of ad- 
justments made to customers using 
prepayment meters in the city of Chic- 
opee. If the customers were billed on a 
flat rate, which of necessity would 
have been higher and somewhat dis- 
criminatory, they could not have had 
refunded to them these amounts. It 
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appears that the present method of col- 
lection is not unreasonable or unjust 
and should be continued. 

The question of refunds and ad- 
justments in connection with prepay- 
ment meters in Chicopee was con- 
sidered in 1937 (D.P.U. 5231). At 
that time, the Department, expressed 
itself as being “of the opinion that 
until a rate is devised whereby the 
necessity for making adjustments is 
obviated, the company should con- 
tinue its policy of making adjustments 
annually.” It would seem to us that 
since conditions have not changed, the 
Department should continue to view 
this matter in the same manner as 
heretofore. 

[3] It is noted that the company’s 
practice provides a differential between 
the rates charged for gas in the town 
of East Longmeadow and other areas 
served by the company. Proposed 
schedule A—2, D.P.U. No. 16, contin- 
ues in effect a differential of 14 cents 
per hundred cubic feet for all gas used 
in excess of 200 cubic feet per month in 
East Longmeadow as compared to the 
other areas served by the company. 
East Longmeadow is no further dis- 
tant in mileage from the point of pro- 
duction of gas in Springfield than oth- 
er areas or territories served by the 
company under lower rates. We can 
see no justifiable reason for continuing 
such a differential. It would, there- 
fore, seem reasonable and proper for 
the company to give the matter of 
eliminating this differential its con- 
sideration and attention. 

[4] The principal change in the pro- 
posed rate schedules provides for an 
increase in the price of the first 200 
cubic feet of gas sold per month from 
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74 cents net to $1 net per month. The 
increase in this block rate is applicable 
to all the domestic and a majority of 
the commercial customers served by 
the company. The proposed rates 
provide slight downward adjustments 
in charges, particularly to those cus- 
tomers using substantial amounts of 
gas for water heating, refrigeration, 
or house heating, wherein apparatus 
provided with automatic thermostatic 
control is utilized. It is anticipated by 
these changes and the establishment of 
the individual rate schedules to seg- 
regate usage and more accurately allo- 
cate the cost of providing the serv- 
ice. 

If the anticipated increase in reve- 
nues of $130,000 were realized in the 
net earnings of the company, the re- 
turn on the outstanding stock and pre- 


Schedule A 
Schedule A-1 
Schedule A-2 
Schedule B 
Schedule D 
Schedule D-1 
Schedule F 
Schedule I 
Schedule O 
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the operation of which schedules was 
suspended by the Department by suc- 
cessive orders until May 1, 1941, be 
and hereby are approved to become ef- 
fective May 1, 1941; and it is 
Further ordered, that the investiga- 


mium would be about 4 per cent. How- 
ever, with the expected increased costs, 
the increase in net will be substantially 
less than this amount, and as a result 
the stockholders, in our judgment, will 
not receive any substantial benefits un- 
less more gas is sold. 

Under these conditions we believe 
that the proposed rates should properly 
and reasonably be allowed to become 
effective. 

Accordingly, after notice, public 
hearing, investigation, and considera- 
tion, it is 

Ordered, that the schedules of gas 
rates and charges filed by the Spring- 
field Gas Light Company with the De- 
partment on November 15, 1940, to 
become effective December 1, 1940, 
identified as follows: 


Domestic Service 

Optional Domestic Service 

All Purpose (town of East Longmeadow) 
Optional Domestic (water heating or refrigeration) 
Optional Domestic Service (house heating) 
Optional Domestic (heating service only) 
Building Heating 

Commercial and Industrial 

All Purpose Commercial (with building heating) 


tion by the Department on its own mo- 
tion as to the propriety of certain 
schedules of rates and charges for gas 
filed by the Springfield Gas Light 
Company (D.P.U. 6235) be and the 
same hereby is discontinued. 
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D 
b 
Oakey Hall 4 
v. ‘6 
st 
Interstate Telephone Company 
v 
[Case No. F-1237, Order No. 1747.] t 
i 
Rates, § 543 — Telephone — Classification basis. t 
1. Telephone companies are required by law to make a rate for subscribers 4 
in accordance with the use and cost of the service, including time, wiring, 
quality, quantity, and the like for the service, p. 190. I 


Rates, § 545 — Telephone — Business or residential — Use of phone. 
2. Classification of a telephone subscriber as business or residential depends | ' 
almost wholly on the use made of the telephone by the subscriber, p. 190. F 

Rates, § 545 — Telephone — Business or residence classification — Milk dealer. FE 
3. A telephone subscriber using a residential telephone on his farm should © 
be classified as a business telephone subscriber where he has built up a 


successful dairy business sufficiently important that he advertises the same 
and maintains. a telephone extension evidently to serve a business purpose, 


p. 190 
[April 28, 1941.] 
NVESTIGATION of Classification of telephone subscriber; ; 
I classification as business subscriber ordered. | 


¥ 


HATTABAUGH, Commissioner: The APPEARANCES: Oakey Hall, com- 
above-entitled matter came on regular- plainant, Moscow; C. E. Johnston, 
ly to be heard, at the district court President and General Manager, In- 
room in Moscow, Latah county, Idaho, _terstate Telephone Company, Spokane, 
on this 22nd day of April, 1941, pursu- Washington, respondent; I. F. Kreh- 
ant to notice. biel, Commercial Superintendent, In- 

The sole issue to be presented being terstate Telephone Company, Spokane, 
the classification of the subscriber Mr. Washington, respondent. 

Oakey Hall. The hearing was con- We shall not enter into a lengthy 
ducted before Commissioners J. W. discussion of the testimony in this case. 
Cornell and M. Reese Hattabaugh. A few brief comments, however, are 
Commissioner R. H. Young was ab- necessary before making an order. 

sent on other important business for [1-3] The protestant, Mr. Oakey 
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the Commission. Hall, has been using a residential phone 
The following appearances were on his farm for a long period of time 
here entered : and has built up a successful dairy 
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business, sufficiently important that he 





now advertises the same as “Sanitary 
Dairy” giving notice to his customers 
by printed milk labels on the milk bot- 
tles served to his customers, and also 
maintains an extension, evidently to 
serve a business purpose. 

The Interstate Telephone Company, 
with it office at Moscow, Latah coun- 
ty, Idaho, has shown by the record that 
it has been trying since 1931 to obtain 
the assent of Mr. Hall to be classified 
as a business instead of a residential 
phone. 

The sole issue here is what rating 
or classification shall be assigned to 
Mr. Hall. 

The evidence shows that at least 
seven of nine users who engage in 
selling milk or in some sort of milk 
business are subscribers under the busi- 
ness rating. It serves as no immediate 
good now, how, when or why they 
came under such rating. So far as 
these seven or eight are concerned there 
exists no discrimination. Those in like 
or similar vocations, among them this 
protestant, do not pay a business rate 
but a residential rate. 

[1, 2] All telephone companies are 
required by law to make a rate for its 
subscribers in accord with the use and 
cost of the service, including time, wir- 
ing, quality, quantity, and the like for 
the service. In other words the type of 
service or use requires a rate which 
differentiates as to whether used solely 
for domestic calls, for business, or 
both; whether a wall, desk, or cradle 
phone; a l-party, 2-party, and the like 
is used in furnishing this service. 
Hence use and cost enters into the 
same. The Commissions and courts 
have held that a telephone company 
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may therefore charge a higher rate for 
business service than the simple resi- 
dential service. The classification, as 
we have stated, depends almost wholly 
on the use made of the phones by the 
subscriber or customer. 

Courts have held almost without 
deviation in decisions that where doc- 
tors, lawyers, dentists, photographers, 
dressmakers, and the like using their 
residences for calling and for being 
called are business phones and should 
be so classified. 

A case somewhat similar to the one 
under consideration, entitled Re Cen- 
tralia Teleph. Co. (Kan) PUR1916C 
421, held that a phone in a dwell- 
ing house, being used also by the oc- 
cupant who was a blacksmith, could be 
classed as a business phone if the shop 
was close to the residence; if up town 
and several blocks removed, then a resi- 
dence phone. By analogy a milk busi- 
ness close by a house where the phone 
is so used could be classed as a business 
phone. [Citation to ruling on lumber 
business case should be Roby v. Fife- 
Wayne Farmers Teleph. Co. (Mont) 
PUR1917F 202.] Also a case some- 
what similar entitled Wysong v. Maroa 
Teleph. Co. (Ill) PUR1920E 234 [re- 
lates to millinery business] held that a 
subscriber engaged in lumber business 
with a phone in the house and his lum- 
ber yard close by, should be classed as 
business phone. Where a business is 
in close proximity or where a resident 
phone is used or likely to be used for 
pecuniary gain, or advantage in an- 
other vocation outside domestic use or 
social use, the Commissioners have 
almost all held that such should be 
classed as commercial or business 
phones. 
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The testimony here shows that while 
the user may not intend to use to any 
great extent the resident phone to build 
up his Sanitary Dairy, that he has used 
the same sometimes two or three times 
a day in answering calls touching his 
milk or dairy business. 

The Nebraska Commission has even 
permitted telephone companies to file a 
rule, requiring in instances like this 
situation, to charge a rate for a resi- 
dent phone and a plus rate reasonable 
for the business phone. This generally 
forces the subscriber to accept either a 
resident rate or business rate. 

Oregon has permitted an additional 
charge to be made for their business 
extensions and thereby places them on 
a business rating. 


There exists only two possible sim- 
ilar subscribers in Latah county, not on 
a business rating, and it is not before 


us what the situation may be as to 
these two dairymen. To date the In- 
terstate Tepehone Company has classi- 
fied at least seven subscribers in a like 
industry as business phones in the area 
served by the company in Latah county 
adjacent to Moscow. 


The Commission being fully advised 
by the testimony, rules on file of the 
Interstate Telephone Company, and 
the exhibits admitted and considered 
herein, is of the opinion that the sub- 
scriber and protestant, Mr. Oakey 
Hall, should be classified, on and after 
May 1, 1941, as a business phone and 
be given the rate he elects as a business 
phone in his residence. 


ORDER 


Wherefore it is ordered that Mr. 
Oakey Hall of Moscow, Idaho, a sub- 
scriber on a residential rating of the 
Interstate Telephone Company, a cor- 
poration, be required on and after May 
1, 1941 to be classified on a 2-party 
business phone at $3.25 per month, or 
a 1-party business phone at $3.75 per 
month, with privilege of extension at 
extension rate if desired by the said 
Oakey Hall, all to be in conformity 
with Interstate Telephone Company’s 
filed Tariff No. 1, P.U.C.I. No. 3 
canceling P.U.C.I. No. 2, Sheet No. 
171-B, Schedule No. 171, now filed 
with the Public Utilities Commission 
of the state of Idaho. 
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ooklet, “Copies, Their Place in Business.” No obli- 


htions! 


RINGS AMAZING SPEED, ACCURACY TO 


May 


cs 
¥ 
¥ 


Get free idea booklet! 


DITTO, Inc. 
635 So. Oakley Blvd., Chicago, Ill. 
Gentlemen: 

Send me copy of your book, “Copies, 
Their Place in Business.” No obligation. 


Company 
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Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 


programs, personnel changes, recent and coming events. 


Southern Natural Gas Co. Starts 
$7,000,000 Expansion Program 


HE Southern Natural Gas Co., Birming- 

ham, Alabama, has begun a $7,000,000 ex- 
pansion program which, according to Presi- 
dent C. P. Rather, will raise its gas delivery 
capacity by 45,000,000 cubic feet a day. 

A 120-mile pipe line is being laid to connect 
six new gas wells in Logansport, La., to the 
company’s present line running from Monroe, 
La., to Atlanta. 

Other expansion work, undertaken largely 
because of national defense production includes 
construction of more than 120 miles of pipe- 
line to parallel the present line and numerous 
smaller lines, including two new lines under 
the Mississippi River some 30 miles above 
Vicksburg. 


Wisconsin Public Service 
Awarded Coffin Medal 


5 Bw Wisconsin Public Service Corporation, 
a utility organization serving an area of 
10,000 square miles with more than 200 small 
cities, villages and hamlets in the state of Wis- 
consin, recently received the Charles A. Coffin 
medal for 1940, awarded by the General Elec- 
tric Company for its outstanding record of 
performance. The medal was presented at the 
ninth annual meeting of the Edison Electric 
Institute held in Buffalo, June 2nd to 5th, by 
J. E. Davidson, president of the Nebraska 
Power Company and a member of the prize 
awards committee. 

The Charles A. Coffin Foundation, estab- 
lished by the General Electric Company in 
1922 in honor of Charles A. Coffin, founder 
and first president, each year presents a gold 
medal and $1000 to the company which dur- 
ing the year has made a distinguished contri- 
bution to the development of electric light and 
power for the convenience of the public and 
the benefit of the industry. The check for 
$1000 is for the employees’ welfare or similar 
fund of the company receiving the award. 





MARTENS & STORMOEN 
successors to 
THONER & MARTENS 


Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











New Oven Test Thermometer 


A been developed by the American Ther- 
mometer Co., St. Louis, Mo. This unit, which 
is already being used by oven service men 
throughout the country, approaches the speed 
and accuracy of a potentiometer, according to 
a recent announcement. 


POCKET size oven test thermometer has 


New Unit Cuts Time Required to Test Oven. 


The easy sliding folding case is made of 
Monel and is so designed that it may be han- 
dled roughly without injury to the tube. 

The standard scale is approximately 100 to 
550° Fahrenheit. For legibility, large numerals 
are deeply etched into the silvery metal back, 
then filled with black lacquer and baked. 

Additional information may be secured 
from the manufacturer. 


Welding Curbs Steel Shortage 


HE anticipated shortage of steel which is 

being precipitated by the National Defense 
Program will be much less acute if wastes of 
this vital metal by antiquated processes are 
stopped by utilization of modern methods of 
manufacture, fabrication and construction, ac- 
cording to the James F, Lincoln Arc Welding 
Foundation, Cleveland, Ohio. 

Figures just released by the Foundation 
show that an average of 18 per cent less steel 
is required to build the welded product or 
structure than the same one riveted. 
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1] SPRAGUE COMBINATION METER-REGULATOR 
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For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 








ven. 


Ypsual Chee OF BTU CONTENT AT ANY POINT 
GUM ALONG THE LINE WITH 
——_ CONNELLY CALOROPTIC 


of 


lan- 
ac aw the peak loads imposed by present day produc- 
rals tion schedules, close control of BTU content is essential. 
ack, The Connelly Caloroptic provides constant visual read- 

ing in BTU without any log, corrections or calculation. It 
red can be installed in a permanent position or used portably, 

making it a simple matter to make spot checks of BTU 

value at any point in the manufacturing and distributing 
xe system. 
ee This constant visual indication of BTU content results in 
nse increased production, protecting against excessive varia- 

of tions in gas quality. In actual use in leading gas plants of 
nar the country, the Connelly Caloroptic has proved conclu- 
Fon sively that direct savings effected by its use will pay its 
ing initial cost many times during the first year. 
: Write for 

ion illustrated bulletin 
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On this basis, production for National De- 
fense would have 360 pounds more usable ma- 
terial in every ton of steel. Applied to the 
nation’s annual ingot capacity of 82,000,000 
tons, this would conserve 23 month’s produc- 
tion each year. 

The actual percentage of steel savings in 
the Foundation’s 15 case examples, which 
were taken at random from industrial reports, 
range from 9 per cent on a utility company’s 
field service truck body up to 45 per cent ona 
scroll case for a turbine. 

On the turbine scroll base, 176,810 pounds of 
steel were saved on a 391,640-pound structure, 
or sufficient, (within 5 per cent), to produce 
an extra case for approximately every two 
built. 


Steel savings with welding, according to the 
Foundation’s report, stem from the fact that 
extra metal required for connecting members 
in the riveted structure are eliminated with 
welded production. In welding, steel com- 
ponents are fused directly together. Moreover, 
since the steel is not weakened, by rivet holes, 
a further saving is effected by obtaining equal 
strength with lighter, and, therefore, less steel. 


New Varnish-Saturated Tubing 


P geval line of varnish-saturated tubings for 
insulating bare wires or for increasing 
dielectric strength of insulated wires when 
used as leads, connecting wires, etc., has been 
announced by the General Electric appliance 
and merchandise, department, Bridgeport, 
Conn. 

These tubings are made of closely woven 
cotton yarns thoroughly impregnated with in- 
sulating varnishes. The varnishes penetrate 
all through the tubing rather than forming 
veneer laminations on the surface. The tub- 
ings have an exceptionally high factor of 
flexibility and dielectric strength combined 
with extremely low moisture absorption. Three 
grades are available, in sizes 20 to minus 14, 
either black or yellow. 


Elastic Stop Nut Plant Enlarged 


i as meet the increased demand for its line 
of self-locking nuts, the Elastic Stop Nut 
Corporation has doubled the floor space of its 
plant at Union, New Jersey. The original 
building was erected in 1940 by The Austin 
Company, and has attracted considerable at- 
tention by virtue of the fact that all of its 
steel construction is fastened with bolts and 
Elastic Stop Nuts, instead of rivets. 





DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











Electric Speed Drill 


or professionals who work in wood and 

metal, and also for the basement work- 
bench amateurs, the K-M Electric Speed Drill 
is a lightweight, perfectly balanced, high- 
speed drill with dozens of uses. It is ideal for 
small repair and construction jobs in the home, 
and also a convenient and sturdy tool for the 
workshop. 


New Speed Drill Has Many Uses 


Features of this drill include a pistol grip 
handle with a thumb-flick switch; an off- 
center chuck that permits drilling up to three- 
quarters of an inch from a corner; lifetime 
gear lubrication; powerful, low- -wattage mo- 
tor [115 Volts, AC or DC]. Chuck will ac- 
commodate any drill up to one-quarter inch 
bit. Lists at $9.95. 


Outdoor Potential Transformer 


Announced by G-E 


NEW outdoor potential transformer for 
Z \ 2300 volts and below has been announced 
by the Meter Division of the General Electric 


Designated Type JE-3, the new 
transformer is especially suitable for ac- 
curate metering service. It supersedes the 
Type JE-36 but retains the same dimensions 
so that the two are interchangeable. Ac- 
curacy ratio and phase-angle characteristics 
also remain unchanged. 

Insulation of the JE-3 has been materially 
improved, however. In the 2300/115-volt rat- 
ing the new transformer’s insulation is suff- 
cient to meet the impulse test requirements of 
a 60-kv full-wave, which is the A.S.A. stand- 
ard for 5-kv instrument transformers. Rat- 
ings below 2300 volts meet the impulse test 
requirements of a 50-kv full-wave. 


Company. 


Bell System Shows Gain 
In Installations 


———- Telephone & Telegraph Co., sub- 
sidiaries, added 121,600 stations to their 
lines in May, the largest gain on record for 
that month. The increase compared with 112,- 
500 in April and 86,600 in May, 1940. 

Net gain of the Bell System for the first 
five months of this year was 605,400 stations, 
against 430,900 in the similar 1940 period. At 
the close of May there were approximately 
18,088,300 Bell System telephones in operation, 
a new high. 
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12, 000,000 meters 
now in service are old and uncompen- 
sated. Considerable revenue losses often 
result from metering modern appliance 
compensated meters. 
With modern Sangamo Type J Meters, 
however, the loads imposed by today’s 
diversified electric appliances are met- 


ered accurately eee in full reve- 
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Wilson, Herring and Euftsler's 


| PUBLIC UTILITY 


REGULATION 
571 pages, $4.00 


x N analysis of the nature, extent, and problems of 


public utility regulation in the United States, 
th emphasis upon the expanding role of the Federal 
overnment in the regulation of public utilities, its 
tivities in undertaking power projects and pro- 
oting rural electrification, and the issues involved 
governmental ownerships. The well-rounded treat- 
nt and critical viewpoint will be of aid to all who 
e interested in evaluating the present status of 
blic utility regulation, its strengths, weaknesses, and 
pnificance for privately-owned industry. 


Order from 


| Public Utilities Reports, Inc. 


nsey Bidg. Washington, D. C. 











DAVEY TREE TRIMMING SERVICE 


1840 1923 


JOHN DAVEY 


Founder of Tree Surgery 


Davey Clears Lines 


@ Economically 
e Skillfully 
@ Quickly 
e@ With Safety 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIG 


DAVEY TREE SERVICE 
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Ideal Commutator Dresser An- 
nounces New ‘“Weld-Master”’ 


IMPLIFIED welding is claimed as the out- 
S standing feature of a new a. c. electric arc 
welder announced by the Ideal Commutator 
Dresser Co., Sycamore, Illinois. 

The design includes a reactance winding on 
a separate core in addition to the transformer. 
This reactance winding acts as a stabilizer, 
making it easy to strike an arc and hold it. As 
the distance between the end of the welding 
rod varies, this reactance winding causes the 
voltage to vary proportionately so that the 
arc is always smooth. 





A.C. Electric Arc Welder 


Fifteen different welding heats between 20 
and 175 amperes give the operator accurate 
heat and penetration control for each indi- 
vidual job and different parts of the same job. 
Penetration may be up to { in. or more if de- 
sired. These heats are at two voltages—45 
and 70 volts. 

The standard welder is for 230 volt, 60 
cycle operation. Size welding rod recommend- 
ed is 1/16 in. to 5/32 in. Primary current 1.75 
amps. no load, 52 amps. full load, overall di- 
mensions, 17 in. x 15 in. x 26 in. high, weight 
190 lbs. Accessories available with the Weld- 
Master include ground lead, electrode lead, 
electrode holder, welding rod, primary cord 
and plug. 


New Chicago Office for 
Knapp-Monarch Co. 


Bi Fee Knapp-Monarch Co. of St. Louis, re- 
cently enlarged its Chicago sales head- 
quarters. R. H. Thompson is in charge of the 
Chicago office where the complete K-M line 
of electrical appliances for the home, the K- 
M. Therm-a-Jugs for food and beverages, 
Knapp Natural Angle Shavers, and Sparklet 
Syphons and Bulbs are on display. This new 
office, on the same floor as the former one, is 
room No. 1483 in the Merchandise Mart. 












Equipment Literature 
Egry Speed-Feed Attachment Described 


Recently there came to our desk a new 
folder issued by The Egry Register Company, 
of Dayton, Ohio, about the Egry Speed-Feed 
attachment for typewriters and _ typewriter 
billing machines. Brief, to the point, well il- 
lustrated and containing a number of chai- 
lenging statements, the advantages of the 
Egry Speed-Feed are set forth in a convincing 
manner. 

In these days when time is so important 
a factor in every phase of business activity, 
the savings effected by the Speed-Feed seem 
well worth investigating. Equally important 
are the dollars and cents economies listed. 

Introduced about eight years ago, the Egry 
Speed-Feed boasts several thousand users in 
all types of businesses—evidence of its value 
and satisfactory performance. The company 
will forward literature to anyone interested 
in this or other Egry business systems. 


Generator Voltage Regulators Booklet 


A new 15-page booklet describing type B] 
voltage regulators for generators with indi- 
rect acting exciters is announced by Westing- 
house Electric and Manufacturing Company. 
The application to medium and large size a-c 
generators as well as synchronous motors and 
condensers is discussed. Distinctive features 
are listed. 

Operating details are given along with a 
tabulation of complete equipment for control- 
ling a typical a-c machine. Response, parallel 
operation, and line drop compensation are dis- 
cussed. Schematic wiring diagrams and typical 
layouts aid in the explanation. 

A sample data sheet blank is included to 
make sure that the necessary information is 
complete. 

A copy of descriptive data 31-270 may be 
secured from department 7-N-20, Westing- 
house Electric and Manufacturing Company, 
East Pittsburgh, Pa. 


Conveyor Belt Catalog 


A catalog section on its new turnable con- 
veyor belt has just been issued by The B. F. 
Goodrich Company and is now available upon 
request. 

The catalog section describes the belt's 
functions and reasons for its patented design, 
gives details on construction, and proper 
method of turning the belt. 


New “Metco” Booklet 


Metallizing Engineering Company, Inc., 21- 
07 41st Avenue, Long Island City, N. Y., has 
just issued a new 16-page informative bulletin 
No. 42 entitled “Metco Metallizing Equipment 
and the Metallizing Process.” In addition to 
useful facts on how to save time, money and 
labor both in production and maintenance 
work through Metco Metallizing, this bulle- 
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Equipment Literature (Con’d) 


tin also describes in detail the new Metco “Con- 
trolled Power” Metal Spraying Gun Type 2E, 
as well as the standard Type E Gun. Also in- 
cluded are descriptions of the complete line 
of Metco Metallizing Accessories. 


Fluorescent Luminaires 


Designed especially to furnish higher illumi- 
nation intensities in industry, new 100-watt 
fluorescent luminaries are described in a 4-page 
leaflet, F-8604, recently issued by Westing- 
house Electric and Manufacturing Company. 

This leaflet shows two of the four styles of 
reflector units; gives a progressive picture 
story of essential steps of installation, and 
points out the exclusive “thumb latch” which 
facilitates installation and maintenance. In- 
tensities, mounting heights, engineering and 
installation design data are also shown. 

A copy of F-8604 may be secured from the 
manufacturer, Department 7-N-20, East Pitts- 
burgh, Pa. 


Plant Painting Book 

“Facts about White Paint and Better Illumi- 
nation” is the name of a new brochure pub- 
lished by The Sherwin-Williams Company, 
Cleveland, Ohio. 

Containing twenty-six pages and made up 
in 8% in. x 11 in. data-file size, the new book 
analyzes the effect of paint on lighting and il- 
lumination, showing by chart and by photo- 
graphs how scientific plant painting contrib- 
utes to efficient illumination, better working 
conditions, and greater output. Also included 
are charts showing the coverage of various 
types of paint, the loss in reflection value with 
time, and special Spectro-Photometric com- 
parisons of various colors and types of plant 
maintenance finishes. Another feature of the 
book is a three page graphic specification 
guide which shows maintenance engineers 
how to prepare each surface for painting and 
what type of paint to use. A copy will be sent 
to any plant executive requesting it on his let- 
terhead. 


Disbursement Procedure 


“Disbursement Procedure Simplified,” a re- 
vision of “Modern Accounts Payable,” one of 
the most popular publications produced by 
The Todd Company of Rochester, New York, 
in recent years, is now available upon request 
to the Advertising Department. 

The booklet, which comprises a total of ten 
pages and is well illustrated with photo- 
graphs, charts, and line-drawings, reduces to 





70 MASTER-LIGHTS 
® Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
@ Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


‘ 179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 
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its fundamental principles the routine of pur- 
chasing supplies and paying for them. 
“Disbursement Procedure Simplified,” is a 
simplified and lucid explanation of money 
control in the purchasing of supplies and the 
payment of invoices. It emphasizes the im- 
portance of requiring that all purchases be 
authorized by a purchase requisition and that 
this requisition be signed by a company offi- 
cial. In addition, approved methods of set- 
ting up a speedy and efficient routine for the 
payment of invoices are also fully described. 


Feeder-Voltage Boosters Described 


Feeder-voltage boosters for use on 2400 to 
7960 volt lines are described in a new 7-page 
illustrated bulletin announced by Westing- 
house Electric and Manufacturing Company. 
These boosters are particularly applicable to 
rural lines or distribution circuits where the 
load changes once or twice daily from light to 
practically full load. 

Installation details and distinctive features 
are discussed. The three main parts consisting 
of transformer, top changing mechanism, and 
control are described. Complete operating in- 
formation is given with wiring diagrams and 
sequence of operations chart. 

Booster capacity, current rating, and physi- 
cal dimensions are tabulated for each style 
number. 

A copy of catalog section 47-225 may be se- 
cured from department 7-N-20, Westinghouse 
Electric and Manufacturing Company, East 
Pittsburgh, Pa. 


Manufacturers’ Notes 

Wins Westinghouse Award 

Tom Turner, manager of the esting 
house Meter Division, recently received the 
Award of Merit, the highest honor paid to 
Westinghouse employes, from George H. 
Bucher, president of the company, in a brief 
ceremony at the Newark, N. J. plant. The 
award, a bronze medal with a large silver 
“W” mounted on its face, was accompanied 
by a citation. 


G-E Appointment 

H. V. Erben, an assistant manager of the 
Central Station department of the General 
Electric Company since January 1, 1939, has 
been appointed department manager, accord. 
ing to an announcement by E. O. Shreve, vice 
president. M. O. Troy, former manager, will 
continue as commercial vice president. The 
change became effective June Ist. 


Copperweld Advances Norman L. Deuble 


Norman L. Deuble, formerly assistant to 
vice president, Copperweld Steel Company, 
Warren, Ohio, has been appointed managet 
of sales. 

Mr. Deuble was with Republic Steel Cor- 
poration, Central Alloy Company, and United 
Alloy Steel Company before joining Copper- 
weld. 
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Now... the complete, one-volume key 
to the engineering essentials of 





INSULATION 


—kinds, applications, testing, theory 











This book will help 
DESIGNERS of electrical equipment 
ENGINEERS in mechanical, chemical, 


or other fields who need to know some- 


thing about 
apparatus 


MAINTENANCE and REPAIR 
MEN who want to know more of the 


reasons back of their work 


PURCHASERS of electrical equip- 
ment who need to know how to detect 
quality or lack of it and what to put 
into specifications 


insulation of electrical 


18 full, explicit, authoritative 
chapters cover: 


Dielectric Phenomena 

. Theories of Dielectric Behavior 

- Factors Affecting Dielectric Behavior 
Insulating Materials 

. Industrial Motors and Generators 
Large Rotating Machines 

. Control Apparatus 

Transformers and Reactors 

. Circuit-breaker Principles 

. Circuit-breaker Constructions 
Transmission-line Insulators 
Lightning Arresters 

- Capacitors 

14. Heating g wegag 

15. Lamps and Tubes 

16. Meters, Instruments, and Relays 
17. Insulating ag | 

18. High-voltage Testing Equipment 


. 


rT | 





Here is a new and helpful guide for all concerne 
with the design and use of electrical apparatus— 
book that covers all aspects of its insulation—co 
cisely reviews the theory—describes and compare 
the materials—and gives complete details of the ins 
lation problems present in all types of electrical a 
paratus and how they are solved. 


INSULATION OF 
ELECTRICAL APPARATUS 


By Douglas F. Miner 


George Westinghouse Professor of Engineering 
Carnegie Institute of Technology 


450 pages, 6 x 9, 306 illustrations, $5.00 





This book bridges the gap between the more the 
retical treatments of dielectric phenomena and t 
needs of engineers and designers for data on presen 
day insulation practices. 

From it the reader can get everything necessary 
an intelligent approach to insulation problems: 
correlation of the theoretical and the practical—pl 
many facts and data to help in design or selection 
electrical apparatus. 

The section on applications is presented in gre 
detail—covers many specific types of apparatu| 
breaking each one down to show every insulation r 
quirement and best practices in handling it. 


USE THIS CONVENIENT ORDER COUPON 


PUBLIC UTILITIES FORTNIGHTLY 
Munsey Building, Washington, D. C. 


Please send me a copy of Miner’s INSULATION OF 
ELECTRICAL APPARATUS postpaid. I enclose $5.00 in 
money order........ 


City and State 


June 19, 194pJune 


19, 194 
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USER TELLS WHY 


mapurserenine Servet The best proof we can offer of the all- 

= round efficiency and convenience of Kin- 

near Rolling Doors is a direct quotation 

from a well-known manufacturing firm. 

So here’s what the Hydraulic Press Man- 

ufacturing Company, of Mt. Gilead, 
Ohio says: 


“Our new plant has been in operation 
approximately eight months. We have 
had in mind for some time letting you 
know what satisfactory service your 
product has been giving us. 





“Qur Kinnear Doors, both large and 
small, are operated very satisfactorily by hand and motor. It is 
a satisfaction to know that no matter what weather conditions may 
prevail these doors will operate smoothly and efficiently. 


“Just recently the writer was discussing our Kinnear Doors with 
Mr. Meyers, one of our Shipping and Receiving Clerks, and it is 
very interesting to note the opinion of a man who uses these doors 
constantly. The features he praised most were the speed with 
which the doors operate, their adjustable height, heavy rugged 
construction, and last but by no means least, they are season out 
of the way when open.” , atin 


Get these Door Aduantages 
IN YOUR PLANT 
WRITE FOR DETAILS 
The KINNEAR Mjg. Go. 
2060-80 FIELDS AVENUE 
COLUMBUS, OHIO 
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Outstanding American 
Lignite Burning Installation 


OTTER TAIL POWER COMPANY, Wahpeton, N. D. 


130,000 Ibs. steam/hour, 650 Ibs. design pressure, 825° F steam temp. 
Unit burns North Dakota Lignite at 82% Efficiency. 
Riley Boiler, Superheater, Steam-temperature Control, Economizer, 
Air Heater, Water Cooled Furnace, Steel Clad Setting, Riley 
Harrington Stoker. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO  8T. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE ee GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR TERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANIOAL STOKERS - STEEL-CLAD INSULATED SETTING? 
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A 60-cell Exide-Chloride 
control battery in the 
services of a well-known 
Kansas utility company. 


Exide 


ENGINEERS TURN CONFIDENTLY 
TO EXIDE-CHLORIDES 


HE widespread use of Exide-Chloride Batteries 
in public utility and private industrial plants can 
be explained in one word — confidence. 


For the men who design, as well as those who 
operate modern power stations, have long since 
learned that the Exide-Chloride is absolutely trust- 
worthy. 


They are keenly aware of the fact that the construc- 
tion of this battery is unlike that of ordinary batteries 

. that its remarkable Manchester positive plates — 
introduced nearly fifty years ago — have contributed 
much to its long life and ease of maintenance. As a 
result, they turn confidently to Exide-Chloride when- 
ever a dependable source of power is needed for control 
bus, emergency lighting, or other exacting service. 


Don’t overlook this time-tried battery whenever 
you have need for reliable storage battery power. A 
letter or post card will bring you complete details. 


THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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Customer Usage Data i 


eAt Lower Cost ln Less Time | 
eWith Greater Accuracy 





THE ONE-STEP METHOD 





wilt 
) Ele 
soir 
evoli 


OF BILL ANALYSIS an 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. j basi 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is g's 
prepared of all items and a consumption total accumulated which serves as a p Nat 
control. At the same time—through this single operation—the bill count for and 
each kw.-hr. step is made by the electrically controlled accumulating registers. 1 S 











@ A continuance of frequent rate changes—the necessity of checking load-building Tra 
activities—the pressing need for current data on customer usage—are but a few of IN’ 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and = (TI 
compile information required for scientific rate making. They have not only reduced fF | 
the costs on this work to an average of one-fifth of a cent per item, but have obtained itse 
monthly or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting fF '*" 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 180 
Utilities Division 
102 Maiden Lane, New York, N. Y. [ 
Boston Chicago Detroit Montreal Toronto 
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“PUT 25,000 TONS 
OF FREIGHT ‘WAY UP 
THERE ON THE 
OGOK! RIVER! 

Do it QUICK, 
Mister!” 





How INTERNATIONAL 
TracTracTors Are Licking 
a Tough Job in Canada 











This memo of achievement in the Canadian 
wilderness begins with the Ontario Hydro- 
/Electric Power Commission. The H.E.P.C. is 
‘going to dam the Ogoki River so that a vast 
‘volume of water will flow, not into James 
Bay as for ages past, but south into Nipigon 
and Lake Superior. There’ll be a dam at 
'Waboose, 1,750 ft. long and 45 ft. wide at the 
base. That. takes MATERIAL, and Waboose 
‘is 48 miles from Ferland on the Canadian 
'National Railway, with rough muskeg marsh 
and timber country in between. 


Suppose you had to haul fifty-million pounds 
fof freight like cement, steel, and provisions 
to Waboose on the Ogoki, blazing the road 
first. That was the job Starratt Airways & 
Transportation, Ltd., Hudson, Ontario, was 
up against. The answer was, primarily, 8 
INTERNATIONAL DIESEL TracTracTors 
| (TD-18’s), plus keen organization. 


International Industrial Power recommends 
‘itself to contractors everywhere—through per- 
"formance on the job. Whatever your power 
‘needs, investigate the full line of Diesel 
'TracTracTors and Power Units. See the In- 
\ternational industrial power dealer or Com- 
‘pany branch. 


INTERNATIONAL HARVESTER COMPANY 
| 180 North Michigan Avenue Chicago, Illinois 


ia AWEERBATIONAL 
INTERRATIONA : 


BUSTING THE ROAD through timber, over muskeg and rough 
terrain. ‘Two International TracTracTors broke the 48- mile road 
through from Ferland to Waboose in 32 days. 


A TRACTOR SWING leaves Ferland—two TD-18 TracTracTors 

and six sleighs apiece. These sleighs are loaded with cement 

more than 50 tons of payload. Tractors use 2'4 gallons of fue! 
per hour. 
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Do you really know 
HOW TO WRITE REPORTS? 





Are your technical reports always clear—coherent—complete? Ar 
you able to express technical information and facts in such a mann 
that anyone reading your report knows immediately what you mean 
Just as in everything else, there are clear. By following these principl 
certain fundamental principles of and adopting an attitude toward writi 
order and planning and style that can’ reports that is based on an apprecia 


change a muddled and confused tech- tion of the eventual audience, you ca 
nical report into one that is crystal improve your papers immensely. 


WRITING THE TECHNICAL REPORT 


By J. Raleigh Nelson 


Professor of English in the College of Engineering 
University of Michigan 


373 pages, 6 x 9, $2.50 





Step by step this authoritative book shows 
you how to simplify technical reports; hov 
to analyze the type of report; how to choose 
the best form and style; how to organize the 
material; how to use figures, tables and an 
notations. A book for everyone who realizes} 
how improved reports can eliminate misun- 
derstanding, save time in explanations, dem- 
onstrate the writer’s knowledge and ability, 
and create favorable impressions on em- 
ployers. 


of the report 


nce 
eeotenalish sentence 
Suggestions 
ject 
pienive examples 
The complete guide 
to report writing 


Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 


MUNSEY BLDG., WASHINGTON, D. C. 
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CRESCENT 
CABLES 


VARNISHED CAMBRIC CABLE 
RUBBER POWER CABLE 
SIGNAL CABLES ¢ CONTROL CABLES 
BUILDING WIRE and CABLE 


All types of Building Wire and all kinds of Special Cables 
to meet A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., and all Rail- 
road, Government and Utility Companies’ Specifications. 
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Why Use a Truck 
TO DELIVER A THIMBLE? 


Thorough testing of even small 
products often requires a great 
deal of complicated, expensive 
apparatus. 


But, instead of tying up money 
in seldom-used testing equip- 
ment, more and more utilities 
have come to rely on E.T.L. to 
supplement their own research 
laboratories. 


By doing this, they avoid 
heavy investment in special ap- 
paratus ...and at the same time 
benefit from our long experience 
in product and commodity re- 
search. 


Know by Test 


ELECTRICAL 
TESTING 


LABORATORIES 
East End Avenue and 79th Street 


New York, N.Y. 








Manual 
1941 Editio 


Don’t get into a jam with the wage ai 
hour inspectors. Today there are se 
times as many field men as a year a 
They are looking for errors in reco 
keeping, for violations of minimum-wag 
overtime, unnecessary exemptions. 


Inspectors report that most employ 
mean to comply, that the tremendd 
number of violations are the result of 
accurate information. Be certain that 
are right, that you have the correct a 
latest regulations and interpretations. 


Wage and Hour Manual (1941 Edition) 


is just coming off the press. It goes i 
every regional office of the Wage afd 
Hour Division. This Manual is so wel 
organized, so complete and thorough time 
it is used by the Division in training 
new inspectors. ‘ 


Widely Used 


Already over 4000 corporations hai 
ordered this new, up-to-date summary 
all phases of wage and hour regulation 


Over 300 specific questions are @& 
ficially answered, can save you much ef 
barrassment and explanation. 


seseesssesees Send for your copy foday ssssesesee= ] 


Bureau of National Affairs, Inc. 
2225 M Street, N. W., Washington, D. C. 


Send me the 1941 Edition of Wage and Hour 
Manual at $5.00 


( ) $5.00 is enclosed. Or ( ) Send C.O.D. 
and I’ll pay the few extra cents collection 
charge. 
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# 150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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How to handle all kinds of wiring and 





commercial buildings 
homes 


ca 
@ signal systems 
factories e 
& 
ea 


motor installation 
services 
grounding 


outside work 
hazardous locations 
theatres 


Based on the 1940 Code, Abbott's 


brings you: 
—definitions of Code terms —85 useful tables 
—types of approved wiring disgrams 
—requirements pertaining to 
standard materials and ap- 
paratus, and methods of 
installing them 


—general requirements 
applying to all wiring 
systems 


—automatic overload pro- 
tection, general re 
quirements and spe- 
cific applications 
—simplified application 
of Code data pertain- 
ing to motor instalia- ae 
tions : ‘A, 
—280 illustrations and Lrremarcat 
schematic diagrams Wane RICAL 
of apparatus and in- 


stallations ( ODE 
Ne IANDBOOK 
Key to the Code — 


A few minutes’ attention to the ARBOTT 








Key to the Code Requirements in 
front of this book will give the 
reader a better idea of the scope 
and contents of the code than 
eould be obtained by two hours’ 
study of the code itself. 


A PRACTICAL, HOW-TO-DO-IT HANDBOOK 


Covers the complete contents of the latest National Electrical 


high-voltage equipment 


emergency lighting @ design of installations 


installation jobs 


in strict accordance with 


de, with mz lefinitions, illus ions, hods, d d 
cetera pr per gern Poa piisiog Bony iv tt pace Phage THE 1940 NATIONAL 


ELECTRICAL CODE 


ERE is the electrical contractor’s 
book almost completely re-wri 

in accordance with the new 1940 
requirements and planned to enable e 
tricians to understand the new rulings 
the National Electrical Code and to 


National Electrical Code Handbook work in accordance with the Code 


n instantaneous aid 
In Abbott’s Handbook you can find 
the rules affecting any question in an 


—138 wiring and connecting stant. And you will 





them clearly explai 

in simple language 

diagrams and_ illus 
to make 


stand quickly. 

All rules for a 
grouped in one pl 
Once you have loo 
up a rule in the Ha 
book you may rest 
sured that you will 
find later that there 
another rule to be ¢ 
sidered and that the 
will have to be d 
over. With this Hai 
book to help you, 
cannot miss a Sif 
rule and you cannot 
to understand all of 


able system. 





Just Out! Arthur L. Abbott's 


NATIONAL ELECTRICAL CODE HANDBOOK 


595 pages, 5 x 742, semi-flexible, 418 illustrations. $3.00 





A time and money saver 


All in all, the Handbook is one of the most unusual and 
helpful electrical books that has been published in recent 
years. It gives a wealth of information from the practical 
angle of getting jobs done according to legal requirements. 
It saves delay in starting jobs, it saves time and money 
in avoiding false starts, errors and violations. At the 
same time it contains so much clearly presented informa- 
tion that it will pay to use it for general reference on 
many questions of materials, plans, wiring and installation. 


Long, involved rules made plain 


Wherever a ruling lacks clarity, it is carefully reviewed 
and its practical application is explained. The more in- 
volved Code paragraphs have been divided into short and 
simple rules and others are restated in simple language. 
Diagrams, sketches and illustrations of commercial types 


of apparatus have been used freely wherever the text 
be more clearly explained in this manner. 


All the tables of data 


which must be referred to frequently by users of 
code have been placed together in the last chapter of 
book in order to make these data most convenient 
quick reference. 





Order direct from 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Bidg., Washington, D. C. 
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THE KERITE Wise &32 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 














DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








oesox FOLD, Bacon s Davis, anc. sar case 


CONSTRUCTION Enai APPRAISALS 
OPERATING COSTS ngncers INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON OLEVELAND CHICAGO 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 











Sargent & Lundy 
‘ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 
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PROFESSIONAL DIRECTORY (continued) 





STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS ¢ APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK ¢ CHICAGO «¢ PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


FrRANcIis S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates —Depreciation—Trends 


122 Soutn Micuican AVENUE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of coa- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
910 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 











ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 











J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready ee 
ence. Their products and services cover a wide range of utility needs. 


A 


*American Appraisal Company, The 
American Coach & Body Co. ...............0:---00-- 


B 


*Babeock & Wilcox Co., The 

Barber Gas Burner Company, The 
Barker & Wheeler, Engineers ..................... 
Bayer Company, The 
Black & Veatch, Consulting Engineers 
*Brown, L. L., Paper Co. 
Burroughs Adding Machine Co. 


Cc 








Carpenter Manufacturing Company .... 
Carter, Earl L., Consulting Engineer 
Cheney, E. J. and Co., Engineers 


Chevrolet Motor Division of General Motors 
Sales Corp. 


Cities Service Petroleum Products 
Inside Back Cover 


Cleveland Trencher Company, The 

*Combustion Engineering Company, Ine. .......... 
Connelly Iron Sponge & Governor Co, ................ 37 
Crescent Insulated Wire & Cable Co., Ine. ........ St 





D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 

Dicke Tool Company, Ine, .................:c:0c:cceeeeeeeeseees 28 
Ditto, Inc. 2 
Dodge Division of Chrysler Corp. ...... 





E 


Egry Register Company, The 
*Ehret Magnesia Manufacturing Co. ............. 
Electric Storage Battery Company, The ... 
Electrical Testing Laboratories 

Elliott Company 
*Ethyl Gasoline Corporation 








F 
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NATIONAL DEFENSE NEEDS MORE 


THAN “ELBOW GREASE!” 


Industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 


Lifeblood of the factory line is the precious 
oil that keeps the wheels of industry turning 
. .. Spinning ever faster and faster as tanks, 
ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of na- 
tional defense, Cities 





Service’s industrial oils 








have been called upon to help deliver max- 
imum efficiency of operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CITIES SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY — Chicago, New York, Cedar Rapids, 
Boston, St. Paul, Grand Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


Cleveland, Detroit, Syracuse. 


CITIES SERVICE OIL COMPANY, LTD. —Toronto, Ontario. 


ARKANSAS FUEL OIL COMPANY 


Shreveport, Little Rock, Jackson, 


Miss., Birmingham, Atlanta, Charlotte, N. C., Nashville, Richmond, Miami. 


This page is reserved under the MSA PLAN 


(Manufacturers Service Agreement) 
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Give ‘em room—they’re mov- 
ing! Cranemen swinging their giant 
loads of tank frames and turbine 
castings ... operators of massive 
presses thumping out parts for 
guns and motors... workmen lit 
by the flare of,electric welding — 
moving to the quick beat ofthe 
punch press, to the rumble, of the 
conveyor, to, the whine of .the 
whirling lathe.. Things are rolling 
today in,America’s factories. 


Action—that’s what we're get- 
ting—from the world’s best work- 
men and the-world’s best produc- 
tion machinery. For:the American 
workman of today is a superman 
compared with his counterpart of 





























only a few decades ago. Ind 
has given himas helpers mecha 
strong men in the form of p 
tools and machines. ‘These m 

his effective strength; © they 

him to produce more—bet 
faster. " 


Men and. machines—th 
made the; American. standa 
living the highest in the 
Now, working together as 
before, they’re, making the 
we need to défend that Ame 
standard, 


Heads up! Industry.is 
way — meeting the urgent req 
ments of the immediate presé 


Today, as for the past 60 years, General Electric ‘scientists, 
engineers, and workmen are finding new ways to apply elec- 
tricity to multiply the strength of the Americam workman’s 
muscles—to increase his efficiency—to make America secure. 
General Electric Company, Schenectady. N. Y. 
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